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FOR COMPREHENSIVE 
COURSES IN RETAILING 


RETAILING Principles and Methods 


THIRD EDITION by Delbert J. Duncan, University of Colorado, and 
Charles F. Phillips, Bates College 


The present edition of this standard text has been adopted by more than 
250 universities and colleges—a clear indication that the Duncan and 
Phillips book fills the needs of courses in retailing better than any other 
text in the field. Some of the reasons for the success of this text are its 
logical organization; its emphasis on the problems of small and medium- 
sized stores; its thorough and complete discussion of pricing; its compre- 
hensive and helpful Teacher's Manual; and its suitability for practically 
all retailing courses throughout the country. This book and RETAIL 
MANAGEMENT PROBLEMS are ideally suited for use in combina- 
tion in a first course and together provide ample coverage of small store 
operation. 


RETAIL MANAGEMENT PROBLEMS 


By C. H. McGregor, University of North Carolina 


This new book provides case and problem material on smaller-scale re- 
tail establishments. It fills the need for satisfactory materials for analysis 
of the problems encountered in the management of small and medium- 
sized stores. The book is designed to be used as supplementary material 
in the principles of retailing course, or as the basic text for the one-term 
problems course following the principles course. These cases and prob- 
lems will also be found useful in the small-business courses. The cases 
and problems presented are taken from actual store-operating experi- 
ence. Insofar as possible, numerical data is included to provide the stu- 
dent with a basis of comparison. The factual data contained in the prob- 
lems will give the students an understanding of the environment in which 
smaller stores operate as well as knowledge of most of the principal 
problems which arise in the management of these stores. Among the 
schools now using this new book are: City College of New York, Rutgers 
University, Tufts College, University of Southern California, and Wash- 
ington University, Bryant College, Southern Methodist University, Syra- 
cuse University, University of Colorado, University of Missouri, and Uni- 
versity of North Carolina. 


RICHARD IRWIN, INC. 


Tue JouRNAL oF MARKETING is published in January, April, July and October at 73 Main Street, 
Brattleboro, Vermont. Subscription rates: domestic, $4 per year; foreign, $5 per year. 
Entered as second class matter under the Act of March 3, 1879 at the postoffice at Brattleboro, Vermont 
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HELP YOU SELL 
MORE GOODS AND SERVICES 
INDUSTRY 


Ever since we started it . in the May 10, 
1952 issue ... acceptance of SALES MAN- 
AGEMENT’s INDUSTRIAL Survey of Buy- 


ing Power has been enthusiastic, steady. 


Users include names like General Electric Co., 
Lamp Division; Carrier Corp.; Hughes Air- 
craft Corp.; Reynolds Metals Co.; General 
Motors Corp., Frigidaire Division; Wyandotte 
Chemicals Corp.; The De Vilbiss Co.; Dewey 
& Almy Chemical Co... . 
ing agencies like Ketchum, MacLeod & Grove, 
Inc.; Fuller & Smith & Ross; J. Walter Thomp- 
son Co.; Meldrum & Fewsmith, Inc.; Gray & 


Rogers. 


as well as advertis- 


Company after company have told us that now 
at last they have a yardstick for setting up-to- 
date realistic sales quotas for the industries to 
which they sell. 


You, too, may find the Industrial Survey a real 
discovery. The second annual edition . . . re- 
flecting the suggestions of users of the 1952 
édition . . 


Survey of Buying Power. Why not look at it 


. is a starred section of the 1953 


now .. . critically. Be sure to read the intro- 
duction starting on page 49 . . . note the ex- 


acting procedure for arriving at the many 


thousands of estimates involved. Study the. 
tables for the industries in which you're in- 
terested—by themselves or in conjunction with 
the quota data you are now using. We sincerely 
believe the Industrial Survey will help many 
additional companies do a better job of bring- 
ing their true potentials into full focus... 
help them sell MORE! 


For the 100 leading counties in each of 
these industries the INDUSTRIAL SUR- 
VEY OF BUYING POWER publishes (1) 
Value Added by Manufacture in 1952; (2) 
No. of Employes (1952); (3) No. of Plants 


(1947). 


Food, Kindred Products 
Tobacco Products 
Textile Mill Products 
Apparel Products 


Primary Metals 
Lumber and Products Fabricated Metal 
Furniture and Fixtures Products 
Paper and Allied Products Machinery 
Printing and Publishing Electrical Machinery 
Chemicals and Allied Transportation 
Products Equipment 
Petroleum and Coal Instruments and Related 
Products Products 
Rubber Products Total Manufacture 


Leather and Leather 
Products 


Stone, Clay and Glass 
Products 


In the 1953 SURVEY OF BUYING POWER 


(Available at $4.00 a copy.) 


386 Fourth Avenue, New York 16, N. Y. 
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MARKET AREAS IN THE UNITED STATES 


Will help you... 
© Analyze Markets for Your Products 
® Establish Boundaries for Your Sales Territories 


® Set Sales Quotas for Each Sales Territory 


Market Areas In The United States 


Consists of a 38” x 50” United States Map — 
Showing 501 Market Areas for Consumer Goods 


and 
A Statistical Book of 110 Pages Containing .. . 


¢ An explanation of how to analyze markets and establish sales 
quotas 


© Twelve market indexes, expressed as per cents of U. S. totals, 
for each market area and each county in each area. The twelve 
indexes are: 


The Curtis Market Index 
Households (U. S. Census, 1950) 
Retail Store Sales (Census of Business) 
Total Retail 
Shopping Lines 
Apparel 
General Merchandise 
Furniture-Furnishings-Appliances 
Lumber-Building-Hardware 
Food 
Drug 
Automotive 
Gasoline Service Stations, 


Book and Map—$5.00 Map Only—$1.00 


RESEARCH DEPARTMENT 
THE CURTIS PUBLISHING COMPANY @ Philadelphia 5, Pa. 
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A vital question {or all A 
A challenge 


lo marketing people! 


“How Can We Market the Output of Our Grow- 
ing Productive Capacity?” is the big question fac- 
ing America today. As the theme of the Washing- 
ton Winter Conference of the American Marketing 
Association it presents the opportunity for you to 
gain a new perspective on how to meet the chal- 
lenge. 


Come to the nation’s capital next December and 
learn the thinking of top-level policy-making 
government leaders, businessmen, educators, pro- 
fessional groups. Participate in the sessions ex- 
ploring such subjects as: 


Can marketing persuade consumption to keep 
pace with production?, Revolutions in retail- 
ing, New techniques for marketing research, 
Should the Government provide business with 
marketing statistics?, A new approach to gov- 
ernment antitrust regulation, and many others. 


Reservation form will be mailed soon. Watch 
for it—return it promptly. 


Here’s a meeting you cannot afford to miss—your own 1953 AMA 
Winter Conference. Mark the date now. We’ll be looking for you! 


WASHINGTON, D. DECEMBER 27-29, 1953 
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COLLEGE TERTS 


ADVERTISING PROCEDURE, 4th Edition 


by OTTO KLEPPNER, Head of The Kleppner Company, New York 


This famous text is a thorough treatment of advertising principles and practice 
which reflects the latest accepted thinking and the latest significant develo 
ments. Over 135,000 copies sold; reprinted over 31 times; cited by Encyclopedia 


Britannica as a “standard authority”; currently adopted by over 300 colleges 
and universities. 


830 pages + 6" x9" + Published 1950 


ELEMENTS OF MARKETING, Sth Edition 


by PAUL D. CONVERSE, HARVEY W. HUEGY and ROBERT V. MITCHELL, University of Illinois 


This new edition of a classic marketing text is completely up-to-date . . . is 
even more down-to-earth and more useful. Seven entirely new chapters are pro- 


vided . . . 17 chapters are rewritten from start to finish . . . the rest are care- 
fully revised. 


968 pages + 6"x9" + May 1952 
AGRICULTURAL MARKETING 


by ADLOWE L. LARSON, Oklahoma A & M College 


A dynamic and realistic account of how agricultural marketing operates in our 
economy. The influence on the market of many groups ard institutions is out- 
lined to help the student answer for himself why the market behaves as it does. 


519 pages + 514" x 84" + Published 1951 


ESSENTIALS OF SELLING, Second Edition 

Edited by CHARLES W. LEWIS, Alabama Polytechnic Institute 

Written by 25, sales experts, this text has just been revised by Professor Lewis 
to bring into sharp focus the new selling techniques being used today. New 
features include: Added chapters on house-to-house and retail selling. End-of- 
chapter questions and problems for class discussion. A more detailed treatment 


of effectively closing the sale. Emphasis on practicality in the discussion of buy- 
ing motives. More material on methods of presentation and demonstration. 


384 pages + 6"x9" + Published August 1952 


For approval copies unrite 


- PRENTICE-HALL, Inc. 


70 FIFTH AVENUE, NEW YORK 11.N.Y. 
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Charting Good Research 


Good research is not an accident. It is the result of sound assumptions trans- 
lated into a well-designed questionnaire, capable field work, and a discern- 


ing analysis following intelligent tabulation of the data. 


Our business is research tabulation. The application of years of experience 


enables us to compile our clients’ research with accuracy, rapidity and 


economy. Here is how we put our knowledge to work for you: 


PLANS METHOOS assurance that the best methods are used. 


<Your qualified liaison man. 
PRODUCTION <Your schedule is met. 


EDITING & HAND- 1BM KEY- MACHINE CALCULATING 
TABULATION PUNCHING TABULATION DEPARTMENT 
DEPARTMENT DEPARTMENT DEPARTMENT DEPARTMENT 


As you can see, our formula is clean-cut and realistic. But in addition it 


contains a principle, that of serving well to help foster good research. 


Barnard, Inc. 
A completely independent organization 


432 Fourth Ave. N.Y.C.16 MUrray Hill 9-6250 
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*SAMPLE SURVEY METHODS AND THEORY 


Volume |: Methods and Applications 
Volume II: Theory 

By Morris H. HANSEN and WILLIAM N. Hurwitz, U. S. Bureau of 
the Census, and Wituiam G. Mapow, The University of Illinois 


A general purpose work on sampling methods and theory by authors 
whose experience, resources, and contributions are unsurpassed anywhere 
in the world. The first volume provides a guide to the design and interpre- 
tation of surveys. Essentially non-mathematical in treatment, it offers a com- 
prehensive account of the methods and most recent developments in sam- 
pling theory and practice. Throughout, the emphasis is on basic principles 
adaptable to a variety of circumstances. 

Volume II, keyed to the first volume, gives unusually full coverage to 
the theory and proofs upon which accurate sampling is based. The two 
volumes may be used together or independently. Vol. I, 1953. 638 pages. 
$8.00. Vol. II, 1953. 332 pages. $7.00. 


*SAMPLING TECHNIQUES 
By WituiaM G. Cocuran, The Johns Hopkins University 


“This book is answering a crying need for a sound book covering this 
subject that will be of value in teaching as well as to the practitioner in 


sampling design”, writes Arnold J. King, President, National Analysts, Inc. © 


The book provides a clear, concise, account of sampling theory as it has 
been developed for use in modern sample surveys. Emphasizing principles, 
it draws on illustrations from survey data to show how the theory is applied 
in practice. The book offers a valuable treatment of ratio and regression 
estimation, and features a careful investigation of the effect of bias on sur- 
vey results and inferences. 1953. 330 pages. $6.50. 


AN INTRODUCTION TO LINEAR PROGRAMMING 


By A. CHARNES, W. W. Cooper, and A. HENDERSON, The Carnegie 
Institute of Technology. 


Clarifying the methods of linear programming, this book helps the 
reader analyze economic problems at a variety of levels—from that of the 
individual firm, to an industry-wide, economy-wide level. A simple, concrete 
numerical problem is developed, accompanied by explanations, economic in- 
terpretations, and discussions of computing methods. 1953. 74 pages. $2.50. 


ECONOMETRICS 
By GERHARD TINTNER, Iowa State College. 


“, . «merits a place on the handy reference shelf of any econometrician 
or statistician concerned with economic data.”—Econometrica. 1952. 370 
pages. $5.75. 


AGRICULTURAL MARKET PRICES Second Edition 


By the late WARREN C. WAITE, and Harry C. TRELOGAN, U. S. De- 
partment of Agriculture. 


Shows how and when agricultural prices vary, and under what circum- 
stances they change. 1951. 440 pages. $5.75. 
*WILEY PUBLICATIONS IN STATIsTiIcs, Walter A. Shewhart, Editor 


Send Now For On-Approval Copies 
JOHN WILEY & SONS, Inc. 440 Fourth Avenue New York 16, N. Y. 
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for the executive whose business is eee 


Are you renting tabulating equipment for 
which you have only part-time use? 


Do you find it frustrating to constantly 
hire and train clerical and tabulating 
help? 


Do you have “peak-loads" of tabulating 
in your department? 


Are you really satisfied with your costs 
of coding, editing, punching, table prep- 
aration? 


Do your clerical people always complete 
the work you need when you need it? 


Do your overtime costs for clerical help 
run abnormally high? 


If you answered “YES” . . 


. . . to one or more of the above ques- , CALL: _ 
tions, the answer is R. & S. Recording & Statistical 


Corporation 
100 SIXTH AVENUE 
New York 13, N. Y. 
Worth 6-2700 


We have a full understanding of the 
nature of your problems for we are spe- 
cialists in research tabulations. We have 
the machines. We have the people. We 
have the experience. 

We will interpret your requirements ea Avenue 2.3925 
quickly and economically—just as we 1025 Brush $e. MOT thetth Greet 


constantly do for so many other firms. Bldg. Montreal, Que. 
Detroit 26, Mich. Plateau 3831 
Woodward 3-3940 


71 Sumach Street 
Toronto, Ont. 
Empire 3-4951 


Furthermore, we can turn out your 
work at savings that will surprise you. 


Why not call now? 
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4 days 
for your future .... 


decide to clear 

four days 

away from routine— 

to fill 

with refreshed ambitions 

and 

bracing change of scene. 

This is 

a sound, solid investment 

of time 

that can repay you 

in every way. 

Write to CasildaV. A. Wyman 
c/o FARM JOURNAL, Philadelphia 5, Pa. 
She is General Chairman 

for your 

Atlantic City National Conference 
Ambassador Hotel 

June 14-15-16-17, 1954 
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Outstanding RONALD Publications... . 
“ MARKETING IN THE AMERICAN ECONOMY 


Roland S. Vaile, University of Minnesota; 
E. T. Grether, University of California, Berkeley; 
and Reavis Cox, University of Pennsylvania 


& THIS UP-TO-DATE textbook gives a clear exposition of why marketing exists, and how 
BE it is carried on in the American economy, enabling students to judge how well it dis- 
charges its social and economic tasks. Examines marketing as the prime force behind al- 
+ Ps location and use of resources, and the distribution of private income. Covers interregional 
PS marketing, marketing efficiency and control; stresses specialization and integration. 26 
ills., 77 tables, 737 pages. 
DISTRIBUTION COSTS RETAILING 
J. Brooks Heckert and Robert B. Miner Principles and Practices 
—both of The Ohio State University Paul L. Brown and William R. Davidson 
| SECOND Edition of this book—widely used in af 
- the classroom—thoroughly covers the analysis, COMPREHENSIVE guide to the essentials of 
a supervision, and control of distribution costs. It merchandising and store operation as evolved 
; outlines basic problems to be solved and de- from the practices of progressive and successful 
scribes modern methods and techniques used by merchants. Fully covers problems of small and 
re companies engaged in manufacturing, whole- medium sized stores without neglecting large- a 
4 saling, and retailing. Analyzes relative merits of scale operations. Analytical discussion is used % 
net profit and contribution margin approaches throughout with major attention given to the 
“= to cost analysis; explains gross profit and retail fundamental factors needed for sound planning. 
iia inventory methods. Illustrative material from Exercises, following each chapter, pose case sit- 
: many sources. Questions and Problems arranged uations in various lines of business. Teacher’s 
3 by chapter are available. Teacher's Manual. 87 Manual available. 51 ills., 29 tables, 726 pages. 
_ ills., 386 pages. $6.50 $6 
FREY’S ADVERTISING SALES PROMOTION 
Albert Wesley Frey, Dartmouth College Alfred Gross and Dale Houghton r 
—both of New York University i 
% ORIENTS students in the basic problems of ad- ANALYZES modern sales promotion methods 
ey vertising and the methods of their solution. covering all fields. Programs and techniques de- 
New, Second Edition thoroughly covers the sctibed are those that have proved successful 
subject from fundamentals to working details, time and again in actual marketing practice, and 
a stressing product and package planning, organ- are flexible enough to be used in marketing a 
: = ization for advertising, measuring the market, wide variety of products and services. Covers 
‘ B® consumer motivation, socio-economic impact of tested procedures used within the firm’s own P 
: Md advertising. Includes new material on the adver- marketing division, for liaison between firm ; 
tising appeal, advertisement planning, and copy and dealers, between firm and consumers. 
a testing. Full coverage of television as a major Thought-provoking questions encourage the : 


medium. 89 ills., 15 tables, 756 pages. 87-page 
Teacher's Manual. $6.50 


MARKETING AND DISTRIBUTION RESEARCH 


Lyndon O. Brown, Vice President, Media and 
Research, Dancer-Fitzgerald-Sample, Inc. 


student to apply the principles he has learned. 
16 ills., 434 pages. $5 


GIVES a broad understanding of marketing and distribution research—its uses, tech- & 

niques, scientific foundations, and relations to business operations. Discusses thirteen 

roy. . x! types of research, stressing recently developed methods of acquiring information on prod- 
ucts, markets, sales organization, advertising, pricing, etc. Principles are demonstrated 
throughout with a wide variety of illustrations covering many different products and 
company policies. Rev. Ed., 88 forms, 612 pages. $5.50 


_- THE RONALD PRESS COMPANY e 15 E. 26th St., New York 10 | 
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CAN ADVERTISING MARKETS BE DEFINED OR 
MEASURED AS GEOGRAPHICAL AREAS? 


ALAN S. DONNAHOE 
Richmond (Va.) Times-Dispatch and News Leader 


iy the selection of markets to be 
included in an advertising program, 
advertisers and agencies often give sub- 
stantial weight to the factor of market 
size. They may classify markets by size 
groups, such as 500,000 population and 
over, 200,000 to 500,000, and the like. Or 
perhaps they may make their selection on 
the basis of size rank: the first 25 markets, 
or the first 50, and so on. While size is 
rarely the sole criterion in market selec- 
tion, it usually plays an important role, 
especially in preparation of initial lists 
of markets, which may then be amended 
for a variety of reasons. 

It is not our purpose here to debate the 
merits of size as a factor in market selec- 
tion. On the assumption that the factor 
has significance, our concern will be with 
the relative efficiency of methods used in 
its measurement. In the process of market 
selection, on the basis of size, are adver- 
tisers and agencies able to accomplish in 
fact what they undertake to do in theory? 


PRESENT MEASURING METHODS 


Recent years have seen the production 
of many statistical data on small areas. 
These data are brought together in con- 
venient form in a number of publications 
and reference books. Rankings are shown 
for a variety of factors: population, in- 
come, retail sales, and the like. These 


ranks are listed for such areas as corporate 
cities, city zones, metropolitan areas and, 
more recently, urbanized areas. Several 
publications listing such data are di- 
rected primarily at advertisers and agen- 
cies, and it is made evident by the pub- 
lishers that these data are conceived to 
be of major value in the process of market 
evaluation and selection. The extensive 
publication of such data by publishers 
sensitive to the reader interest of their 
subscribers is, in itself, evidence of the 
importance assigned to market size by 
advertisers and agencies; and is also indi- 
cative of typical methods used to measure 
that factor. A typical application might 
be as follows. A newspaper advertising 
campaign is under consideration involv- 
ing a food product, the demand for which 
is inelastic with respect to income. The 
advertiser asks the agency to submit a list 
of the fifty largest markets in the nation 
to be included in the campaign. The 
agency, considering the type of product, 
concludes that population is a suitable 
index of market size, and submits a list of 
the first fifty markets in terms of metro- 
politan population. 

We are not concerned, at this point, 
with the use of population as an index of 
market size. Our concern is with the ap- 
plication of this or any other size index 
to metropolitan areas, or corporate cities, 


113 


4 
ey 
rk 
in 
7 
tts 
1i0 
lif. 
tts 
ois 
In. 
ois 
OS 
wa 
10, 
an- 
33 
uis 
— 


114 


THE JOURNAL OF MARKETING 


or city zones, or any other central geo- 
graphical element of the market as a 
whole. Without attempting for the mo- 
ment an explicit definition of what is 
meant by market, we may safely assume 
that it is more extensive than any of these 
central areas. In other words, we shall 
simply assume that these are elements of 
the market, and not the market as a 
whole. Thus the typical method of meas- 
uring market size involves an inference 
that the size of the central element is a 
reliable index of the size of the market as 
a whole. More specifically, if the metro- 
politan area of Market A is larger than 
the metropolitan area of Market B, then 
the inference is made, implicitly, that 
Market A as a whole is larger than Mar- 
ket B as a whole.’ It is the central purpose 
of this paper to examine the validity of 
this inference. 


THE RETAIL SHOPPING MARKET 


Our inquiry begins with a considera- 
tion of markets as shopping centers.” As 
an index of shopping center size, we shall 
use total sales of department, apparel and 
jewelry stores as reported in the last cen- 
sus for each of the 168 standard metro- 
politan areas. As customers are known to 
travel some distance to shop in these 
stores, their aggregate sales should reflect 
the total number of shoppers and hence 
the relative size of the retail shopping 
market as a whole.’ 


* Most of our evidence will relate to metropolitan 
areas, but will be interpreted in terms of all central 
areas. For our purpose this involves no theoretical 
inconsistency. Separate analysis of each type of cen- 
tral area would be nothing more than tedious and 
superfluous replication. 

* Although important to the retailer, the shopping 
center concept may have no significance to the na- 
tional advertiser. We imply no such significance by 
this discussion which merely serves as a broad intro- 
duction to our overall analysis of the structure of 
retail markets. 

*As later discussion will emphasize, it is not 
strictly proper to interpret a hybrid value index 


Our question is: how close is the rela- 
tionship between metropolitan area size, 
measured by population, and retail mar- 
ket size, measured by shopping store 
sales; and how reliable is one for estimat- 
ing the other? Table 1 presents the co- 
efficient of correlation between the two 
factors, based on the rank of each market 
within the 168 metropolitan area group. 
The correlation coefficient for all 168 
markets indicates that about 89 per cent 
of the variation in the rank of one factor 
can be accounted for by the other. This 
is relatively high association, but the 11 
per cent of variation unaccounted for is 
sufficient to create substantial error if one 
rank is used to estimate the other, as 
shown by the standard error of estimate 
of 15.9 ranks. The table shows a tendency 
for association to lessen, and for the 
standard error of estimate to increase, 
with a decrease in market size. From only 


TABLE 1 


RANK CORRELATION BETWEEN POPULATION AND 
SHOPPING STORE SALES IN THE 168 STANDARD 


METROPOLITAN AREAS 
Market Coefficient Standard Error 
Group* of Correlation of Estimatet 
All 168 .945 15.9 
1st 80 .930 11.6 
2nd 80 .800 19.6 
ist 40 .937 6.9 
2nd 40 .832 14.4 
3rd 40 .774 21.6 
4th 40 .662 17.4 
ist 20 .919 2.9 
2nd 20 .866 9.3 
3rd 20 .838 10.9 
4th 20 713 15.5 
5th 20 .835 18.4 
6th 20 .695 24.7 
7th 20 .723 15.7 
8th 20 .649 18.5 


* Arranged in order of combined daily circulation 
rank of newspapers published in each market. 

t In ranks, with population rank treated as de- 
pendent variable. 


such as sales in terms of a quantity unit such as 
number of shoppers. 
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2.9 ranks in the first group of twenty 
large markets, the standard error of esti- 
mate rises to 24.7 ranks in the sixth group 
of twenty markets.* 


Reasons for Lack of Concordance 


One factor has already been men- 
tioned. Shopping store sales are made not 
only to metropolitan residents, but also 
to others who live outside the metropoli- 
tan area but who come there to buy shop- 
ping goods. To the extent that shopping 
centers vary in percentage of sales to non- 
metropolitan residents, discrepancy in 
the total of such sales in ratio to metro- 
politan size is to be expected. 

The extent of this variation is shown 
in Table 2, where shopping store sales, 
total and component, are divided in each 
case by metropolitan population.® If total 
shopping store sales were in uniform pro- 
portion to metropolitan population, the 
resulting total sales per capita would, of 
course, be constant. The total per capitas 
vary to the extent that the two factors are 
not in uniform proportion, and thus ex- 
hibit, in another form, what has already 
been seen as lack of concordance between 
ranks. 

In Table 3, this variation in total sales 
per capita is allocated among its two com- 
ponents. Of the aggregate variation in 

*To maintain consistency with later tabulations, 
these markets are ranked in order of combined daily 
circulation of newspapers published therein; but all 
of these ranks are sufficiently correlated to make the 
size classifications meaningful. Correlation within 
groups is based on rank order within all 168 mar- 
kets, and not just within the group itself. 

*The estimated division of shopping store sales 
between residents and non-residents is based on the 
assumption that the expenditures of metropolitan 
residents in the shopping stores of the metropolitan 
area are in uniform ratio to their expenditure in the 
food stores of that area. Thus estimate of the for- 
mer is obtained by multiplying metropolitan food 
store sales by the national ratio (including in the 
latter imputed value of food produced and con- 
sumed on farms). Correlation of estimated per cap- 


ita sales to metropolitan residents with median fam- 
ily income yields a coefficient of .692. 


total sales per capita only 7.7 per cent is 
due to variation in per capita sales to 
metropolitan residents, while 92.3 per 
cent is due to variation in relative volume 
of sales to outsiders.® 

There is a slight negative correlation 
between the two components which re- 
duces the net variation in total per capita 
sales by 14 per cent from what it would 
otherwise be. In other words, per capita 
sales to metropolitan residents tend to be 
below average in areas where percentage 
of sales to non-residents is above average. 
This can be explained primarily by the 
tendency of the Southern cities to have 
wider trade areas but lesser per capita in- 
come than the more concentrated urban 
centers of the North. 

In summary, it is primarily the varia- 
tion in percentage of sales to outsiders, 
rather than variation in per capita sales 
to metropolitan residents themselves, 
that creates most of the variation in total 
shopping store sales per capita.” 


THE NEWSPAPER MARKET 


Now we turn to consideration of an- 
other type of market of concern to the ad- 
vertiser and, more specifically, the news- 
paper advertiser.’ By Newspaper Market 


* This allocation is made on the basis of sum of 
squared deviations from mean. If w = x + y, then: 
= + Ly’ + 
Thus the total shown in the table as joint variation 

is equal to 2=xy. 
* How data on total sales per capita may be mis- 
leading is illustrated in the following example: 


Shopping Store Sales Per Capita 
To To 
Metropolitan Metropolitan Non- 
Area Total Residents Residents 
Fort Worth $349 $127 $222 
San Diego 142 138 4 


The excess in per capita sales in Fort Worth over 
San Diego is due entirely to high percentage of sales 
to non-residents. 

* Although this discussion relates to newspapers, 
the reader will see analogies with other media such 
as radio and television. 
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TABLE 2 
SHOPPING STORE SALES PER CAPITA AND MEDIAN FAMILY INCOME 
Fifty Large Metropolitan Areas 


Shopping Store Sales Per Capita* 
Percent 


Metropolitan To Metro To Non- To Non- 
Area Residents Residents Residents 


City 
Paul 


Chicago 
Denver 


Indianapolis 
Richmond 
Oklahoma City 
Milwaukee 


Albany-Schenectady-Troy 
San 


Philadelphia 
Baltimore 


New York 
Fittsbut 


Allentown-Bethlehem-Easton 
Springfield-Holyoke 
orf olk-Portsmouth 


Youngstown 
San Di 


* Components estimated: see footnote 5. Shopping store sales from 1948 Census of Business; median 
family income from 1950 Census of Population. 


iui ; 
116 
= Median | 
Family 
Income 
$127 $222 63% $3,256 
118 195 62 2,763 
132 185 58 3,433 
145 177 55 3,776 
147 165 53 4,063 
131 126 49 3,472 
147 138 48 3,636 
137 125 48 3,383 
154 111 42 3,926 
143 104 42 3,843) 
137 96 41 3,741 
164 101 38 3,551 
112 66 37 2,724 
153 88 36 3,511 
143 78 35 4,262 
141 69 33 3,976 | 
228 155 73 32 3,355 
147 68 32 3759 
134 45 25 3,205 
171 54 24 3,895 
146 47 24 3,476 
ce San Francisco-Oakland............. 216 165 51 24 3,935 
151 39 21 3,494 
157 40 20 3,650 
Petersburg.............. 137 117 20 14 2,405 
167 151 16 10 3,170 
146 14 9 3,360 
150 12 8 3,448 
121 9 7 3,07 
124 6 5 2,892 
155 149 6 4 3,447 
138 4 3 3,456 
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TABLE 3 


ANALYSIS OF VARIANCE IN SHOPPING STORE SALES 
Per Capita OF Firty LARGE CENTERS* 


Amount 

Source of of Var- 
Variation tationt Percent 
Within metropolitan area... .. 12,648 7.7% 
To non-metropolitan residents 150,591 92.3 

Within components....... 163,239 100.0 


* Based on data shown in Table 2. 
+Sum of squared deviations from respective 
means, with covariation equal to 22xy. 


A we mean the market related to or as- 


sociated with all the daily newspapers 
published in metropolitan area A. By 
“Washington newspaper market,” in 
other words, we mean the market of the 
Star, Post, Herald and News, in combina- 
tion. Without more explicit definition 
for the moment let us assume that the size 
of a given newspaper market is related to 
the size of the newspaper audience which, 
in turn, is related to circulation.® In other 
words, the maximum potential audience 
available to an advertiser in a given news- 
paper market is to be considered as a 
function of the total number of advertis- 
ing impressions he can buy through its 
daily newspapers, as measured by their 
combined circulation.’ 

Our specific inquiry will be: how close 
is the relationship between metropolitan 
area size, measured by population, and 
newspaper market size, measured by 


*This is an important assumption which later 
will receive careful attention. In the meantime, the 
reader may visualize this concept of a market in 
terms of a mail order advertiser who advertises for 
the sole purpose of creating sales. 

* It is assumed in this article that the product be- 
ing advertised is generally distributed and available 
for purchase by all members of the media audience, 
wherever located. If, in fact, the product is not avail- 
able for purchase by some segment of the audience, 
that segment should be excluded in measures of ef- 
fective audience size for purposes of demand cre- 
ation. 


TABLE 4 


RANK CORRELATION BETWEEN POPULATION AND 
CoMBINED Daity NEWSPAPER CIRCULATION 
IN THE 168 STANDARD METROPOLITAN 


AREAS 
Market Coefficient Standard Error 
Group* of Correlation of Estimatet 
All 168 .870 24.0 
1st 80 834 17.5 
2nd 80 470 28.9 
1st 40 .765 12.7 
2nd 40 .570 21.3 
3rd 40 .208 33.4 


4th 40 


1st 20 895 3.2 
2nd 20 17.7 
3rd 20 058 19.9 
4th 20 192 21.7 
Sth 20 042 33.3 
6th 20 091 34.3 
7th 20 .269 21.9 
8th 20 .219 23.7 


*Arranged in order of combined daily circulation 
rank of newspapers published in each market. 

{In ranks, with population rank treated as de- 
pendent variable. 


combined daily circulation.1! Table 4 
shows the correlation between the two 
factors, based on ranks within the 168 
standard metropolitan group. The corre- 
lation coefficient for the entire group in- 
dicates that about 76 per cent of the 
variation in the one rank can be ac- 
counted for by the other, leaving 24 per 
cent of the variation unexplained. The 
standard error of estimate is 24 ranks, in- 
dicating that substantial error is implicit 
in the process of estimating one rank 
from the other. As in our first analysis, 
there is an obvious tendency for degree 
of association to lessen (in this case be- 
low significance level), and standard er- 
ror of estimate to increase, as markets de- 
crease in size. In one group of twenty 


™ Throughout this article, unless otherwise speci- 
fied, we shall mean by circulation the total of daily 
circulation. But the reader will see, in the case of 
advertisers in Sunday newspapers, how the same 
principles apply to Sunday circulation. 
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markets, for example, the standard error 
of estimate is 34.3 ranks.!? 


Reasons for Lack of Concordance 


To analyze the reasons for these rather 
large deviations, we turn to the data in 
Table 5. Here are thirty medium-size 
cities, each with one morning and one 
evening newspaper. Total combined cir- 
culation is divided into two parts, within 


TABLE 5 
ToTtaL CoMBINED DatLy CIRCULATION PER 
City ZONE FAMILY 


Thirty Cities—Each with One Morning and 
One Evening Newspaper 


Circulation Per CZ Family 


Per- 

Within Outside cent 

Newspapers City City Out- 

Published In Total Zone Zone side 

Des Moines....... 6.01 1.74 4.27 711% 
eee 5.29 1.85 3.44 65 
Jacksonville...... 3.14 2.03 111i 63S 
Richmond........ 2.99 1.65 1.34 45 
Oklahoma City.... 2.99 1.61 1.38 46 
Spokane......... 2.95 1.46 1.49 51 
2.71 1.38 1.33 49 
Ser 2.69 1.07 1.62 60 
2.63 1.47 1.16 44 
Memphis.......-. 2.60 1.34 1.26 49 
2.56 1.25 | 
2.41 1.30 1.11 46 
Louisville........ 2.38 1.40 98 41 
2.34 1.56 78 33 
Sacramento...... 2.29 1.22 1.07 47 
2.23 1.42 81 36 
Nashville........ 2.22 1.24 98 44 
2.05 $22 83 41 
Worcester........ 2.04 1.30 aa 
2.01 1.39 62 31 
Scranton......... 1.97 1.20 
1.85 1.09 76 8641 
Rochester........ 1.85 1.33 $2 2 
Ee 1.82 1.31 51 28 
Birmingham...... 1.75 99 76 843 
1.42 1.12 
Providence....... 1.40 1.11 29 #821 


Derived from: 
Standard Rate & Data Service; October, 1952. 


# As in the first analysis, correlation within groups 
is based on rank order within all 168 markets, and 
not just within the group itself. Because the markets 
are ranked in order of circulation, which is a con- 
trolled variate, population is treated as the depend- 
ent variable in computing standard error of estimate. 


the city zone and outside the city zone, ex- 
pressed in each case as a ratio: circulation 
per city zone family.1* 

If the total circulation of newspapers 
published in a given central area were in 
uniform proportion to the size of that 
area, measured in this case by number of 
families, then the ratio of total circula- 
tion per family would naturally be con- 
stant. Clearly it is far from constant in 
this group of thirty markets. The range is 
from 1.40 copies per city zone family for 
the Providence newspapers to 6.01 copies 
per city zone family for the Des Moines 
newspapers. The coefficient of variation 
is 38.4 per cent. 

In Table 6 we allocate this variation 
in total circulation per family among its 
two components, and find that only 7.5 
per cent is due to variation within the 
city zone, while 92.5 per cent is due to 
variation in relative volume of circula- 
tion outside the city zone. Positive corre- 
lation between the two components adds 
another 27.4 per cent to the variation in 
total circulation per family. In other 
words, within this group of markets, 
newspapers with high percentage of out- 


TABLE 6 


ANALYSIS OF VARIANCE IN NEWSPAPER 
CIRCULATION PER City ZONE FAMILY IN 
Turrty MepruM-S1zE MARKETS* 


Amount of 
Source of Variation Variationt Percent 
Within city zone 16,008 7.5 
Outside city zone 196,234 92.5 
Within components 212,242 100.0 
Covariation 58,199 27.4 
Total variation 270,441 127.4 


* Based on data shown in Table 5. 
{Sum of squared deviations from respective 
means, with covariation equal to 2=xy. 


* This group of thirty cities is a sub-sample from 
another analysis, where fifty cities were selected, 
centering On 250,000 city zone population, for which 
advertising linage records were available. Eliminat- 
ing all cities with something other than one morn- 
ing, one evening and one Sunday newspaper, left the 
thirty cities in the group shown. 
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side circulation also tend to have a high 
percentage of combined coverage in the 
city zone. 

The reader may have noted a parallel 
between this and the first analysis. There 
we found 92.7 per cent of the variation in 
shopping store sales per capita attributa- 
ble to relative volume of sales to residents 
outside the metropolitan area, and only 
7.3 per cent to variation in per Capita 
sales within the metropolitan area. Here, 
with a different group of cities, we find 
92.5 per cent of the variation in news- 
paper circulation per city zone family at- 
tributable to relative volume of outside 
circulation, and only 7.5 per cent to varia- 
tion in combined coverage within the 
city zone. The parallel is not without 
significance. Shopping store sales and 
newspaper circulation have in common 
the fact that they are composed of two 
parts, one of which may be assigned to 
the central area of a market, the other to 
the non-central portion of the market. 


Market Elements Differ in Importance 


Wide variation exists in the relative 
importance of these two parts from one 
market to another. This produces like 
variation in the ratio of either shopping 
store sales or newspaper circulation to 
central area size. In both cases, variation 
within the central area itself is a negligi- 
ble factor. To illustrate the point, let us 
compare Des Moines and Providence as 
to central area and newspaper market 
size: 


Population Newspaper 


Circ ulation 
Metro- City 
politan Zone Sunday Daily 


Providence 737,000 462,000 175,000 188,000 
Des Moines 226,000 213,000 537,000 371,000 


One morning, evening and Sunday news- 
paper is published in each area. Measur- 
ing newspaper market by circulation, 


either combined daily or Sunday, it is 
evident that any inference as to the size 
of that market, based on central area size, 
would be grossly in error. The reason is 
shown in Table 5. The Providence news- 
papers have most of their circulation (79 
per cent daily) within their city zone, 
whereas city zone circulation is but a 
small part (29 per cent daily) of the total 
of the Des Moines newspapers. 


Summary of Newspaper Analysis 


In summary, we conclude that the size 
of the central element of a market is a 
relatively poor guide to the size of that 
market as a shopping center, or the size 
of the market associated with or delivered 
by its major newspapers. To infer the 
size of the one from the other is to invite 
consistent and sometimes substantial er- 
ror. This error arises primarily from the 
identification of two things that are not 
identical, such as the circulation size of 
newspapers published in a given area 
with the size of that area. Identification 
is basically invalid because some portion 
of the circulation, small or large as the 
case may be, goes outside the given area. 
Variations of this type in the circulation 
pattern of individual newspapers are 
widely recognized. Some _ individual 
newspapers have virtually all of their cir- 
culation within their city zone. Others 
have far-flung circulation outside their 
central area. It has not been generally 
recognized that these variations are also 
to be found, not only from one news- 
paper to another, but from one market to 
another, when market totals in each case 
represent the combined total for all of the 
newspapers published therein. In other 
words, considering all the newspapers in 
combination, we have in some markets 
what is primarily a local circulation pat- 
tern, in others what is primarily a re- 
gional circulation pattern. In the one, 


q ‘ 
S 
1 
t 
f 4 
\- 
n 
is 
n 
n P 
ts 
5 i 
ie 
fe) ‘ 
a- 
1s 
in 
3 
it- id 
= a 
| 
| 
ive 
red, 
‘ich 
yrn- 
the | 


120 


THE JOURNAL OF MARKETING 


4 


the central element of the market may be 
representative of the newspaper market 
as a whole; in the other, it may represent 
but a small part of the whole. Thus it is 
fallacious to identify the two." 


Hysrip INDEXES 


Some people who sense the error im- 
plicit in measuring the size of newspapers 
and their market by the size of the central 
element of that market, nevertheless feel 
that use of some other index such as 
metropolitan retail sales—in lieu of popu- 
lation—will somehow avoid or correct the 
basic error. What this amounts to, in es- 
sence, is the substitution for the pure in- 
dex of metropolitan size (population) a 
hybrid index which is primarily a meas- 
ure of metropolitan size.15 For example, 
we may conceive of retail sales in a given 
metropolitan area as a function of several 
variables: 


“The mathematical reader may prefer to see 
this summarized in algebraical terms. If we repre- 
sent metropolitan area size by M, the correlated 
variate by V, the metropolitan component of that 
variate by Vm, and the non-metropolitan component 
by Vx, we have: 


Ratio of uniformity — w 
In the case of two variates, shopping store sales 
and newspaper circulation, we have found signifi- 
cant variation in this ratio, both in ranks and in 
actual values. That variation has been analyzed by 
component as follows: 


V_ Va+Vz Va Vx 

u = ote 
We have found that most of the variation in V/M 
is attributable to the component Vx/M, which is 


not only relatively large in many cases, but also _ 


quite variable from market to market. This is be- 
cause Vx, unlike Vm, is quite independent of M, and 
thus there is no reason to expect uniformity in the 
ratio of Vx to M. All of which simply means that M 
is neither a logical nor a reliable measure of V. Met- 
ropolitan size cannot be used accurately to infer the 
size of a retail shopping market or the size of a 
newspaper audience. 

*Implicit in the discussion of retail sales as an 
index of market size is a basic confusion as to units 


1. Families who live in the metropoli- 
tan area; 

2. Their average income; 

3. Per cent of their income spent in re- 
tail stores; 

4. Per cent of their shopping done out- 
side the given metropolitan area; 

5. Families who live outside the met- 
ropolitan area, but who go there to 
shop; 

6. Their average income. 


Thus merely to know that total retail 
sales in one metropolitan area are $X 
millions more than in another, is to know 
very little, unless further analysis is made 
of the component factors in each case, 
and their contribution to the total 
amount involved. 


Summary of Evidence 


We may summarize the evidence on 
this point in terms of the coefficient of 
correlation and standard error of esti- 
mate based on ranks of the first 100 met- 
ropolitan areas in newspaper circulation 
size: 


Coefficient Standard 
Circulation Rank 0) Error 
Correlated with Correlation of Estimate* 
Population rank .809 21.7 
Retail sales rank 821 20.9 
Shopping store sales rank .866 17.5 


* In ranks, with circulation rank the independent 
variable. 


of measurement. There is often a failure to distin- 
guish between units of size and units of value. 

In any aggregate such as retail sales, the two units 
are compounded. Sales may be stated, for example, 
as a product function: number of buying units 
times sales per unit. It is for this reason that we des- 
ignated retail sales as a hybrid index. 

In the absence of more precise data, it is some- 
times necessary to use hybrid indexes of this type 
as a measure of size. We have done so, to a degree, 
in generalizing results of our shopping store sales 
analysis. 

But this pragmatical use should not be permitted 
to cloud theoretical distinctions. The fundamental 
difference between size units such as population, 
families and circulation, value units such as per 
capita income, and hybrid units such as retail sales, 
should be rigorously observed in theoretical analysis. 
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Circulation is more closely associated 
with retail sales than it is with popula- 
tion; and more closely associated with 
shopping store sales than it is with retail 
sales. This is to be expected from the logi- 
cal relationship between newspaper cir- 
culation areas and retail shopping areas. 
But, as is obvious, this relationship is far 
from perfect, and quite unreliable as an 
estimating device.¢ 

In brief, the failure of the central ele- 
ment of a market to serve as a reliable size 
measure of the market as a whole, is not 
attributable to any deficiencies of popula- 
tion as an index of size. It is not the index 
that is at fault but rather, as we have seen, 
the fact that the central element bears no 
uniform ratio to the market as a whole: 
nor can this ratio be adjusted to uni- 
formity by use of hybrid measures of size. 


NEWSPAPER CIRCULATION AREAS 


Market analysts frequently encounter 
still another geographical definition of 
newspaper markets in the form of circula- 
tion areas, as defined by newspapers 
themselves on the basis of some standard 
of family coverage. We have found that 
newspaper markets cannot be accurately 
compared in terms of their central geo- 
graphical area. Can the deficiencies in- 
herent in that process be corrected by ex- 
tending geographical limits beyond the 
central area? More specifically, can we 


* Experience has shown that the writer was quite 
inept in phraseology used in discussing this subject 
in a brochure published earlier this year, designed 
for the lay reader. Description of the close correla- 
tion between the Richmond retail shopping area 
and its newspaper circulation area was widely inter- 
preted, by the trade press and others, to imply like 
correlation in all markets. As we have seen, this is by 
no means the case. From relative ranks, it is quite 
clear that some newspaper circulation areas are 
more extensive, others more restricted, than the as- 
sociated retail shopping area. It would be absurd 
in any case to measure the size of retail shopping 
markets indirectly by newspaper circulation, when 


this size can be measured directly by shopping store 
Sales, 


compare the size of two newspaper mar- 
kets in terms of the size of their respective 
circulation areas? 

We may analyze the logical implica- 
tions of the procedure in the hypothetical 
example shown in Table 7. Let us assume 
that circulation areas are to be defined on 
the basis of 20 per cent or more family 
coverage. In that case, Newspaper A 
would include all four counties within its 
circulation area, and Newspaper B would 
include only the first two counties. Thus 
we would have 4,000 families in the cir- 
culation area of Newspaper A and only 
2,000 families in the circulation area of 
Newspaper B. Yet, within exactly the 
same area, Newspaper A has only one- 
half the circulation of Newspaper B! 


TABLE 7 
CIRCULATION AREAS OF Two NEWSPAPERS 
Hypothetical Data 


Circulation 


County Families Newspaper A Newspaper B 


A 1,000 200 700 
B 1,000 200 700 
Sub-total 2,000 400 1,400 
C 1,000 200 100 
D 1,000 200 100 
Sub-total 2,000 400 200 
Grand total 4,000 800 1,600 


If the size of a newspaper market is a 
function of the newspaper audience, then 
certainly, in this case, we cannot use Cir- 
culation areas as an index of market size. 
This theoretical deficiency is basic and 
beyond correction. The fact that circula- 
tion areas are theoretically invalid as 
measures of newspaper market size, for 
purposes of demand creation, does not, 
however, mean that they are without any 
significance. Where the primary objec- 
tive of the advertising is merchandising 
support to help the sales force impress 
dealers, the circulation area concept is 
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meaningful. Even here, however, there 
seems to be little agreement on what con- 
stitutes adequate coverage. Many news- 
papers use the twenty per cent family 
coverage standard; but many advertisers 
and agencies consider this inadequate. 
And, of course, it may well differ as be- 
tween products and their specific mer- 
chandising requirements. 


Geographical Definitions of an Adver- 
tising Market 


Advertisers are accustomed to the de- 
limiting of sales territories by drawing 
lines on a map. Sometimes they believe 
they can define advertising markets in the 
same way. They overlook the simple but 
fundamental fact that you cannot de- 
limit, you can only describe advertising 
markets; and the only question is 
whether or not the description is apt. A 
newspaper market, in terms of location 
and number of reader families, is fixed, 
and not subject to alteration to meet the 
advertiser’s definition. The advertiser 
must take the market as it is and where 
it is. If it does not correspond with his 
“definition,” the result is not alteration 
of the market, but simply misconception 
on his part. Yet it is not unusual to hear 
the statement that: “We first define the 
market, and then buy media to cover it.” 
Somehow the media is expected to adjust 
itself to the definition. 

This confusion stems primarily from 
the circulation area concept and the use 
of advertising for merchandising sup- 
port. The sales department may feel that 


for advertising to be effective in persuad- 
ing dealers. Circulation areas can be de- 
limited on that standard. Then there is a 
tendency to ignore all other circulation 
as worthless. For purposes of demand 
creation, however, it is equal to the other 
circulation: 1,000 reader families are the 


a certain minimum coverage is necessary ~ 


same in audience size whether they con- 
stitute five or fifty per cent of all the fami- 
lies in a given area. And when advertising 
is placed in a given newspaper, it has po- 
tential exposure upon all reader families, 
wherever located, in whatever density 
and per cent of coverage; and this the ad- 
vertiser buys, whether contained in his 
geographical delineation of the market 
or not. 


Why Is IDENTITY ATTEMPTED? 


In view of the conspicuous lack of 
identity between geographical areas, par- 
ticularly the central element of a market, 
and the newspapers published therein, 
why has it been the usual practice to 
identify the two for purposes of size 
measurement? There are several reasons, 
which, as we shall see, stem not only from 
lack of precise knowledge of size relation- 
ships but underlying confusion in market 
definitions as well. 

First, there has been an impression that 
newspapers are primarily local. Measure 
the locality and you have measured the 
newspaper market itself. As we have seen, 
this impression is incorrect. Some news- 
papers are primarily local, but others are 
distinctly regional; and the same is true 
of newspaper markets as a whole. 

Second, there is the charm of conven- 
ience. A wealth of data is available on 
small areas: a paucity of data on news- 
paper audiences. The temptation is 
strong to use the former as a substitute for 
the latter. 

Third, there is confusion as to the ad- 
vertising goal itself. Two basic goals may 
be distinguished as applying to most ad- 
vertising which has, for its purpose, de- 
mand Creation. 


SATURATION: The goal here is to reach 
a certain percentage of all families a 
certain number of times in a given 
time period. A cigarette manufacturer, 
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for example, may undertake to expose 
at least 50 per cent of all families to 
some of his advertising at least once a 
month. 


SELECTION: The goal here is to create 
the maximum demand in the most pro- 
ductive markets, within the limita- 
tions of a given advertising fund. Mail 
order advertising is perhaps the most 
obvious example. 


In the first instance, geographical 
analysis of media coverage is necessary to 
determine if the saturation goal is being 
achieved. In the second, geographical 
analysis is without operational signifi- 
cance. Agencies must, at various times, be 
concerned with both goals, often with ad- 
vertisers who try to combine both in the 
same campaign. Thus they find it difficult 
to divorce geographical analysis from 
media size, however illogical their mar- 
riage may appear. 

Fourth, there is a tendency to confuse 
the sales function with the advertising 
function. Although related, the two differ 
significantly in many respects. The sales 
force is interested in where stores are lo- 
cated that sell the product. The advertis- 
ing department is or should be interested 
in creating demand for the product, irre- 
spective of where the consumer goes to 
buy it. Thus it may be quite illogical to 
match advertising funds with sales, by 
geographical area. For example, the 
amount to be spent in advertising in 
newspapers of city X may be set in pro- 
portion to sales in the X sales territory. 
But these newspapers may have heavy cir- 
culation in Y sales territory, and create 
corresponding sales therein, thereby 
tending to increase the advertising appro- 
priation in Y newspapers, and decrease 
their own. 

Fifth, if the primary purpose of adver- 
tising is not to create demand for the 


product, but to assist the sales force in 
persuading distributors to stock and dis- 
play the product, then clearly the geo- 
graphical concept of a market, in terms of 
some circulation area, is meaningful. 
This is the factor that gives rise to con- 
tinuing controversy over what constitutes 
adequate advertising coverage of a given 
area: 20, 30, 40 per cent, etc. A news- 
paper, for example, may have 1,000 sub- 
scriber families in County A which has a 
total of 5,000 families; another 1,000 sub- 
scribers in County B which has a total of 
10,000 families. Family coverage in A 
County is 20 per cent, in B County 10 
per cent. This may be construed as ade- 
quate for merchandising assistance to the 
sales force in A, but not in B. If the sole 
or primary purpose of the advertising is 
to furnish ammunition for the sales force, 
rather than create demand for the prod- 
uct, then the circulation in County B 
may be viewed as worthless. If the pur- 
pose is to create demand for the product, 
the two counties are equal in advertising 
market size, with 1,000 families being ex- 
posed to the advertising in each case. Ad- 
vertising may and often should accom- 
plish both objectives—merchandising as- 
sistance and creation of demand—but 
criteria for the former should not be 
translated into measures of the latter. 


MARKET DEFINITION 


Implicit in our analysis is the assump- 
tion that the primary purpose of most ad- 
vertising is the creation of demand, 
which sets up a very different market con- 
cept from that appropriate to the pur- 
pose of merchandising support. Under 
this concept, we may express the creation 
of demand in various definitions, as 
shown in Chart I, separated into com- 
ponents of size and quality for purposes 
of statistical measurement. The size of 
the market in each case is expressed in 
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Cuart I 
MARKET EVALUATION 


QUANTITATIVE QUALITATIVE 
FACTOR FACTOR DEMAND 
Definition Size of Market Productivity of Market Sales 


Number 
of 
Families 


General 


Purchases 
Per 
Family 


Sales 


Families 
Exposed To 
Advertising 


Advertising 
“A ” 


Purchases 
Created 
Per Family 


Sales Created 


Advertising 


Advertising 


Exposures 


Purchases Created 


Sales 


Per Exposure Created 


Advertising Purchases Created 
- Exposures Per Exposure 
—s ist x 1st = Sales Created 
end end 


etc 


etc 


size units: families, or number of poten- 
tial advertising exposures. The quality or 
unit value factor then becomes purchases 
created per family or per exposure. When 
the two are multiplied, the result is the 
value of the market in total sales or total 
demand created for the product. Each of 
the advertising definitions expresses the 
size of the market as some function of the 
advertising audience, either in number 
of families or number of potential ex- 
posures. Validity of the definitions must 
rest upon considerations of logic and 
meaningfulness in application. Of the 
three advertising definitions shown, only 
the second one can now be applied to 
actual statistical measurement on the 
basis of data now available. We can 
measure the size of newspaper markets 
on the basis of total number of potential 
exposures, because this is simply the total 
of circulation of the newspapers involved. 


Advantages of the Circulation Unit 


The circulation unit of market size has 
several advantages in practice. Circula- 


tion data are reported on a current, ac- 
curate, and comparable basis. It is a rela- 
tively simple process to arrive at the com- 
bined total for all newspapers in a given 
market. This unit of size measurement 
avoids many of the difficulties and in- 
consistencies inherent in the comparison 
of newspaper markets in terms of geo- 
graphical area. This has already been 
made evident in previous discussion, but 
examples could be multiplied. 
Thus we may have the case of two cities 
a few miles apart, with newspapers in 
each claiming virtually the same circula- 
tion area, and correctly so on the basis of 
some arbitrary coverage standard. This 
may have significance for purpose of 
gauging merchandising support, but 
‘clearly it is worthless for purposes of 
market comparison. No such ambiguity 
attaches to a comparison of the circula- 
tion totals of the two newspapers. Or we 
may have the case of a fairly large city 
with an evening newspaper only. A morn- 
ing paper in an even larger city nearby 
may have substantial coverage in the first 
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city. How can circulation areas be de- 
fined in such a case, and with what signifi- 
cance? 

This illustrates the problem of the 
Audit Bureau of Circulation in trying to 
delineate exclusive newspaper trading 
areas. The fact is that there is no correct 
solution to the problem by means of geo- 
graphical delineation. Again, the circu- 
lation unit involves no such difficulty. 
Each unit is counted as a unit of size, 
without reference to competitive markets 
or competitive units. 


What Is the Alternative? 


Before considering qualifications that 
attach to the circulation unit as a meas- 
ure of market size, let us think for a mo- 
ment in terms of practical alternatives. If 
our definition is correct in stating market 
size as a function of audience size, for pur- 
poses of demand creation, then what in- 
dex other than circulation do we have? 
The answer, clearly, is none. It is in logic 
inconsistent, and in practice erroneous, 
to measure the newspaper audience in- 
directly by some associated geographical 
area. The only direct measure of news- 
paper audience size is circulation, and 
there is no practicable alternative. 

At this point it may be interesting to 
observe that these questions never arise 
in the case of national magazines. No 
one would question, for example, that 
the Life market is a function of the Life 
audience; and that, to compare the size 
of the Life market with that of the Satur- 
day Evening Post, the proper measure 
would be the total audience of each. In 
the case of national magazines, most 
would agree as to the absurdity of at- 
tempting to identify such media with 
some geographical area for purposes of 
comparing market size. Yet this is almost 
universal practice in the case of newspa- 
pers and other local media. 


Must All Newspapers Be Used? 


If we adopt as our measure of newspa- 
per market size the combined circu- 
lation of all the newspapers published 
therein, does that imply that the adver- 
tiser must advertise in every newspaper 
in each market he selects? The definition 
sets up no such requirement. It merely 


points to the maximum audience that can - 


be reached in each case, for the purpose 
of demand ‘creation. To achieve this, all 
newspapers must be used in each case. To 
use less than all merely means that the 
advertiser is lowering his sights: aiming 
at less than the total potential available 
in the given market. 

Some advertisers may not have a clear 
grasp of this principle. They may adver- 
tise in one newspaper with 100,000 circu- 
lation in a market where all newspapers 
have a total of 500,000 circulation, and 
consider they have “covered” this mar- 
ket. Actually, they are buying 100,000 
circulation—no more and no less—and 
certainly a good deal less than the market 
potential. Thus it would appear to be 
quite useful, in the submission of market 
and media lists, to show not only the cir- 
culation of the newspapers selected in 
each market, but also the total circula- 
tion for all the newspapers published 
therein. This would prevent any misap- 
prehension on the part of the advertiser 
as to his degree of penetration in each 
market. 


DUPLICATION 


Although number of potential expo- 
sures is the only practicable unit of media 
size, on the basis of available data, there 
is still a basic question as to the impor- 
tance of duplication in the combined cir- 
culation totals. If one newspaper market 
exceeds another in combined circulation, 
is it likely that the difference is due to 
duplication, rather than number of un- 
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duplicated families in the newspaper au- 
dience? While no definitive answer can 
be given to this question, our previous 
go-city analysis produced some evidence 
on the subject. There we saw that varia- 
tion in combined daily coverage within 
the city zone accounted for only a small 
part (7.5 per cent) of the total variation 
in circulation size per city zone family. In 
other words, duplication differences 
within the city zone comprised a rela- 
tively negligible factor. 

This suggests another and more direct 
approach to the present question. By 
making two basic assumptions, we can 
arrive at some estimate of the undupli- 
cated family coverage in a given newspa- 
per market. First, we may assume 100 
per cent unduplicated family coverage 
within the city zone. Second, we may as- 
sume some standard ratio of duplication 
in circulation beyond the city zone. Let 
us illustrate the method in terms of 
Richmond: 


Families in the city zone ..... 75,881 
Morning circulation outside . 67,784 
Evening circulation outside .. 33,855 

Less est. duplication outside —11,172 


Total: est. of unduplicated 


family coverage 166,348 


The effect of this method is to elimi- 
nate the duplication factor within the 
city zone, by assuming 100 per cent un- 
duplicated coverage. The estimate of out- 
side duplication represents 33 per cent of 
the evening circulation beyond the city 
zone. The maximum error involved in 
the estimate of unduplicated coverage 
outside the city zone can be specified. 
The outside circulation of the newspaper 
that has the least outside circulation rep- 
resents the maximum possible duplica- 


1 From the same basic data used in the derivation 
of Table 5. 


tion. In this case, for example, outside 
duplication cannot exceed 33,855. There- 
fore the maximum error involved in our 
estimate of 11,172 is 33,855 — 11,172 = 
22,683. Thus, while the 33 per cent factor 
used to estimate outside duplication is 
purely empirical, and based on nothing 
more than opinion of experienced circu- 
lation men, it would seem to be a work- 
able factor, involving no significant error 
for our purpose.1§ 

On the basis of these assumptions and 
this method, therefore, unduplicated 
family coverage is estimated in Table 8 
for each of the thirty markets included 
in our first analysis. Correlation between 
combined circulation and unduplicated 
families in the media audience is high, as 
shown by a correlation coefficient of .983. 
Number of unduplicated families in the 
media audience can be estimated from 
combined circulation with a standard er- 
ror of estimate of 15,270 families. 

In the case of five markets indicated in 
Table 8, it would seem rather evident 
that our method of estimate tends to 
overstate the number of unduplicated 
families in the media audience. In no one 
of these five cases is city zone circulation 
of both dailies combined equal to as 
much as 115 per cent of city zone families. 
It is most unlikely that this is equivalent 
to the 100 per cent unduplicated cover- 
age in the city zone, which has been al- 
located by our method of estimate. If 
these five markets are excluded, the co- 
efficient of correlation becomes .gg2, and 
the standard error of estimate drops to 
-9,980 families. This probably is the best 

* Potential error in the assumption is not very 
large because, typically, while one paper may be 
strong the other tends to be weak in outside circula- 
tion, thus limiting the maximum possible duplica- 
tion to a relatively small total. An alternative analy- 
sis, similar to the one to be shown, assuming that 67 
per cent of the smallest outside circulation is dupli- 


cated, revealed substantially no difference in the 
final result. 
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TABLE 8 
EsTIMATE OF UNDUPLICATED FAMILY COVERAGE IN COMBINED DaILy CIRCULATION IN THIRTY MARKETS 


Rank Percent of Mean 
Newspapers Combined Est. of . 
Published Daily Unduplicated Circu- Fam- Circu- Fam- 
In Circulation Families lation tlies lation tlies 
376,658 301,373 2 2 192 190 
371,134 294,687 3 3 189 186 
324,506 264,421 4 4 165 167 
ee 263,645 197,143 5 7 134 124 
eT 256,511 242,567* 6 5 131 153* 
251,537 235,151* 7 6 128 148* 
227,929 177,516 9 9 116 112 
226,728 166,348 10 10 115 105 
221,607 158,143 11 14 113 100 
207,252 162 660 13 13 106 103 
192,924 125,911 15 19 98 79 
189,688 169,438* 16 11 97 107* 
175,315 136,688 17 18 89 86 
161,182 142,102 18 17 82 90 
160,375 125,897 20 20 82 79 
114,702 88,077 23 25 58 56 
114,362 93,249 24 23 58 59 
bs centereakessheewene 83,334 65,955 28 29 42 42 
68,793 56,952 30- 30 35 36 
Mean 196,370 158,500 100% 100% 


* Method of estimate tends to overstate the number of unduplicated families in these five markets. 


estimate of the true relationship between 
combined circulation and unduplicated 
media audience, within this sample of 
markets. Only in the case of Jacksonville, 
where city zone coverage is highest of the 
group (203 per cent), would city zone 
duplication seem to have anything more 
than minor effects in the relationship of 
circulation and media audience. 

It will be remembered that these mar- 
kets were selected to meet one standard 
of homogeneity: each has only one morn- 
ing, one evening, and one Sunday news- 
paper. Beyond that they range widely in 
size, from 69,000 to 424,000 daily circu- 
lation, and in characteristics, from essen- 
tially local to distinctly regional in circu- 


lation pattern. This variation within 
what is in essence a random sample of 
markets, subject to the homogeneous 
restriction, affords some confidence in 
broader statistical inference on the basis 
of these sample results.® It would appear, 
from this sample, that we can infer the 
unduplicated family size of a newspaper 
audience from the total of combined 
daily circulation, in multiple newspaper 
markets, with only infrequent risk of sub- 
stantial error.” 


*The writer has made some analyses of other 
markets with more than two dailies, with results 
very similar to those obtained from the present 
sample. 

* Here we specify multiple newspaper markets as 
distinguished from the single newspaper audience. 
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Quality 

As specified in our definitions of an ad- 
vertising market, the evaluation proc- 
ess must include measures of quality as 
well as measures of size. The suggestion 
that total circulation may serve as the size 
index of a newspaper market involves no 
implication that each circulation unit is 
of equal value to the advertiser, among 
different markets, or within the same 
market. Quite the contrary. The process 
of assigning an appropriate value to each 
unit is the second step in market evalua- 
tion. As an operational matter, it nor- 
mally should be a separate and independ- 
ent step. Relative significance of quality 
evaluation will differ according to the 
product and its elasticity of demand, 
among other considerations.” 

As this article is concerned primarily 
with size measurement, we shall not ven- 
ture into this question of quality or 
value, except to say this. If our analysis 
has been correct in specifying that a 
newspaper market is a function of the 
newspaper audience, then it follows that 
the quality of that market is also a func- 


A one-newspaper market implies no duplication, but 
this may be more nominal than real. Typically there 
is substantial duplication with a newspaper pub- 
lished in some other city. Most of these markets 
have an evening newspaper only. But many of the 
families who read that newspaper will typically sub- 
scribe to a morning paper published elsewhere. As a 
practical matter, therefore, duplication may or may 
not exist for the advertiser, depending on whether 
or not he advertises in the companion newspaper. 
There is no perfect solution to this problem, but 
these distinctions should be kept in mind where pri- 
mary interest centers on the size of the undupli- 
cated media audience, with only secondary interest 
in number of potential exposures. 

*In general, the importance of the unit value 
factor may be considered as varying with the elastic- 
ity of demand for the product with respect to in- 
come, or some other audience characteristic, such as 
regional location, age, sex, occupation, and so on. 
Where this elasticity is high, the size of a market 
may tell little about its value; whereas in the oppo- 
site case of inelasticity, size may be virtually the 
ratio equivalent of value. 


tion of the same audience. In other 
words, for the very same reasons that we 
cannot accurately measure the size of a 
newspaper audience in terms of geo- 
graphical areas, neither can we measure 
its quality in terms of area data. This can 
be illustrated in simple terms. Suppose a 
newspaper has 40 per cent coverage in a 
given county. Per capita income or con- 
sumption of all families in that county 
may or may not be representative of the 
40 per cent who are in the newspaper 
audience. In the case of regional newspa- 
pers particularly, with far-flung circula- 
tion many miles away, it is altogether 
probable that reader families differ sub- 
stantially from non-reader families in 
socio-economic level. In brief, the news- 
paper audience is actually a combination 
of so-called mass and class families, in 
varying proportions which, if known, 
might prove highly interesting and useful 
to the advertiser. 

Newspapers are well aware of this fact, 
but they have been understandably re- 
luctant to do much about it. It is easy and 
inexpensive to accumulate and publish 
small area data on some circulation area. 
It is difficult and quite expensive to sur- 
vey the newspaper audience itself, the 
families who read the newspaper, wher- 
ever located. Thus it is easy to substitute 
the former for the latter, particularly 
when there seems to be no articulate de- 
mand for more accurate description. Un- 
til that demand appears, and bears fruit, 
the market analyst will have to rely pri- 
marily on small area data for such light 
as they may throw on the quality of news- 
paper audiences; but he should do so 
with misgivings and reservations. 


OTHER MEDIA 


This analysis has been confined pri- 
marily to newspapers for the obvious rea- 
son that circulation data are published on 
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a net paid audited basis, whereas com- 
parable data for other media can only be 
obtained through sampling and hence 
less reliable methods. Nevertheless, our 
findings with respect to newspapers 
would seem applicable in principle to 
other media such as radio and television. 

This does not mean that findings as to 
market size can be translated directly 
from one media to another. Newspaper 
market A may be larger than newspaper 
market B, but the radio or television mar- 
ket may be smaller. In other words, our 
analysis would indicate that two radio or 
television markets should be compared in 
terms of their respective audiences. As in 
the case of newspapers, there would seem 
to be no valid reason for making the com- 
parison in terms of geographical areas. 

But practical difficulties multiply, in 
the case of radio and television audiences, 
in finding units of size that will be fully 
comparable, and in surmounting prob- 
lems of unit definition and measurement 
inherent in the type of audience and the 
sampling process. These difficulties make 
the problem of the multiple advertiser 
especially complex. These advertisers 
often have what has been described as a 
saturation goal: the exposure to advertis- 
ing of a certain percentage of all families 
in a given time period. As this automati- 
cally requires inclusion of almost all the 
important markets, they are not much 
concerned with the problem of market 
selection per se. But they are concerned 
with estimating duplicate exposures, in 
order to gauge effectiveness in achieving 
the saturation goal; and with use of mul- 
tiple media, this is indeed a difficult ques- 
tion. It will add nothing to their peace 
of mind to be told that radio and tele- 
vision stations and newspapers of city X 
constitute in each case a separate market, 
but neither will it prove constructive in 
the long run to ignore these basic distinc- 
tions. 


SUMMARY AND CONCLUSIONS 


We have found that the definition of 
an advertising market depends upon the 
advertising objective. If the primary ob- 
jective is to create demand for the prod- 
uct being advertised, market size would 
appear to be a function of the media 
audience. This audience cannot be iden- 
tified with any geographical area, for pur- 
poses of measurement, either as to size 
or quality, without the risk of consistent 
and sometimes substantial error. As the 
only direct measure of the newspaper 
audience which is available on an ac- 
curate and current basis, total combined 
circulation is the most logical and prac- 
ticable index of newspaper market size. 

While free from many of the inconsist- 
encies found in geographical measures, 
the circulation index is not without its 
own limitations which must be clearly 
understood to avoid improper use. Clear 
distinction must be maintained between 
units of size and units of quality. Unit 
value must be estimated for each size 
unit, to complete the process of market 
evaluation. The larger market may not 
be the most valuable market to the ad- 
vertiser, in terms of potential demand. 

That these distinctions have often 
been confused in practice is not surpris- 
ing. Multiplicity and low cost of small 
area data, along with paucity and high 
cost of audience data, have led to wide- 
spread use of the one, even though pre- 
cise knowledge requires the other. 


SOURCE OF BASIC DATA 
Metropolitan population: Census of 1950. 


Shopping store sales: Total sales of department, ap- 
parel, and jewelry stores (partially estimated for 
some of the smaller areas where individual store 
detail was not available) as reported in the 1948 
Census of Business. 


Newspaper circulation: Total circulation of news- 
papers published in each metropolitan area, de- 
rived from individual newspaper data as reported 
in the 1952 Yearbook of Editor and Publisher. 
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CRITICAL STORE VISITS 


DAVID CARSON 
University of Pittsburgh 


1 igen of us are in the habit of think- 

ing that management ideas flow in 
but one direction—from the U.S.A. out 
to the rest of the world. This frequently 
tends to smugness, even chauvinism, in 
Americans. It, therefore, surprised the 
School of Retailing of the University of 
Pittsburgh to receive a grant for one of 
its research fellows to study some phase 
of retailing in Europe which would be 
of value to the retail trade in the United 
States. This grant was made by Mr. E. 
Hans Mahler, a Swiss business leader in- 
terested in furthering scientific manage- 
ment. As part of the project, the author, 
as the selected research fellow, attended 
the first post-World War II Critical Store 
Visit of the International Association of 
Department Stores. 

The International Association of De- 
partment Stores (IADS) has ten members 
representing major department stores or 
groups of stores in their respective Euro- 
pean nations. The association engages in 
research of retailing and holds peri- 
odic conferences of store heads and func- 
tional chiefs to discuss problems. When 
founded in 1928, the Association was 
modeled on the Retail Research Associa- 
tion, now a division of the Associated 
Merchandising Corporation. This in- 
cluded the technique of “Critical Store 


Visits.’” Whereas the RRA has practically - 


abandoned the use of critical store visits, 
its European counterpart has developed 
it to the point where it is now one of the 
mainstays of the [ADS program. 

The original plan for the Critical 
Store Visits of the IADS was laid out by 
Werner Kaufmann, a Swiss management 
engineer. Mr. Kaufmann had worked 
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with H. S. Dennison in the United States 
for several years during the 1920’s. Thus 
when he became the first General Secre- 
tary of the IADS, he was familiar with 
the advanced management techniques 
then developed in the United States. 

The last pre-war critical store visit 
took place in Stockholm in 1938. The 
first post-war visit was held in 1952 in 
the Magasin du Nord in Copenhagen, 
Denmark. 

An important element in the success 
of the critical store visit in Copenhagen 
was the background planning. Several 
weeks before the conference all partici- 
pants received a set of brochures com- 
piled by the Secretariat of the IADS. Its 
“Notes on the Technique of Critical 
Store Visits,” set forth the general aims 
and techniques of the conference as fol- 
lows: 


“The direct aim of the critical store visit 
is to provide the member firm with as 
great a number of suggestions for im- 
provement as possible. As a matter of fact 
it is this aspect which often dominates the 
report of a critical store visit and by itself 
it is supposed to justify the visit. 


“But we must be aware of the fact that a 
critical store visit has a deeper purpose. 


“This deeper purpose may be stated as 
follows. Try to detect, to locate and to 
stress for the store as a whole, and if pos- 
sible for each of its functions, one or two 
important problems, problems which, in 
the opinion of the investigators, are vital 
for the store and its future, and which, 
for one reason or the other, are over- 
looked, neglected or not given enough 
recognition by the store.” 


In addition to the general guide noted 


q 
5 
| 
é 
a 
i 
eras. ; 
4 
5 
‘ 
| 
] 
| 
i 
A 


CRITICAL STORE VISITS 


135 


above, detailed questionnaires were is- 
sued for six functional committees. For 
example, the questionnaire for the mer- 
chandising committee covered the fol- 
lowing subjects: 


. Environment and Trend 
. Policies 

. Organization 

Buying and Merchandising 
. Assortment 

. Selling Departments 

. Operating Figures 

. Means of Control 

. Personnel 

. Physical Environment 

. Workrooms 


Executives of Magasin du Nord also com- 
piled reports which were disseminated 
to members of the conference a few weeks 
before the meeting. Among the sub- 
jects covered were the history and 
economic development of the firm, its 
position in the Copenhagen market, an 
analysis of its customers, its organiza- 
tional structure, and its basic policies. In 
the special report on personnel, for ex- 
ample, detailed information of the fol- 
lowing nature was covered: 


. Legislation and agreements 

. Personnel statistics 

. Wage and salary statistics 

. Personnel and administration 
. Welfare activities 

. Training 


ND 


Much of the responsibility for this 
background material was borne by the 
Research Director of Magasin du Nord, 
Viggo H. Villadsen, assisted by the Man- 
ager of the Research Department, L. 
Helweg-Larsen. This activity is in line 
with the principle of organization pio- 
neered in Europe by the IADS that the 
research department of each store or 
store group is to serve as the focal point 
for the collection, interpretation, and 


dissemination of basic facts and policies 
of the institution. 

Each member store was permitted to 
send four executives to the Magasin du 
Nord meeting. They were assigned to 
one of the following committees: 


. General management and research 
. Merchandising 

Selling and sales promotion 

. Store management 

. Personnel 

. Finance and accounting 


On pow = 


The chairman of each committee was 
a top executive of one of the visiting 
store groups; the secretary was usually a 
junior executive. Assignments were usu- 
ally made on the basis of the functional 
specialization of the executives. Gen- 
erally no more than one executive from a 
single store was assigned to the same com- 
mittee. 

The Copenhagen meeting, which lasted 
four days, opened with a brief meeting 
of the entire conference. Thereafter, al- 
most all the work was done in the six 
committees. At its initial meeting each 
committee made a plan of its investiga- 
tions. As several of the principal execu- 
tives of Magasin du Nord were to be in- 
terviewed by all of the committees, the 
Secretariat of the IADS prepared a sched- 
ule to coordinate the timing of the in- 
terviews. Another early phase of the 
committee meeting consisted of on-the- 
spot inspections of Magasin du Nord, as 
well as its principal competitors. 

The committee work consisted mainly 
of interviewing executives of the Maga- 
sin du Nord. The initial phase of an in- 
terview usually consisted of determining 
the exact organizational position of the 
executive. The executive-interviewee 
was then asked to state and discuss the 
major problems entailed in his work, as 
well as those of the entire company. Fi- 
nally he was queried on his ideas for 
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meeting his current problems, as well as 
his long-range plans for the company. 
The manner in which these interviews 
are conducted is important to the suc- 
cess of the critical store visit. The store 
executives briefed all personnel, on the 
basic purposes and advantages of the 
critical store visit. They were made to see 
the value of a critical analysis by princi- 
pal retailers of other nations. The com- 
mittees sought to avoid giving the 
impression that they were sitting in 
judgment on the store or its executives, 
but expressed their desire to be of assist- 
ance to the store. 

On the evening of the second day of 
the conference, committee chairmen and 
secretaries met to discuss their initial 
findings. The interchange of facts and 
ideas at this stage was helpful. For ex- 
ample, members of the Selling Commit- 
tee pointed out facets of the store opera- 
tions which had not been perceived by 
the Committee on Store Management; 
the Store Management Committee ob- 
served limitations in the physical plant 
which had not been noticed by the spe- 
cialists in sales promotion. 

The chairman of each of the six com- 
mittees reported to the entire conference 
on the fourth day of the meeting. Some 
questions and discussion by members of 
other committees followed each report. 
The top executives of the visiting stores, 
together with the General Secretary of 
the IADS, then presented the six com- 
mittee reports to the directors of Maga- 
sin du Nord. The General Secretary of 


the IADS, Dr. H. Pasdermajian re-. 


mained in Copenhagen for several days 
after the conference in order to assist the 
store management in interpreting the re- 
ports and smoothing out a few ruffled 
feathers. As executives of stores which 
had been the subjects of previous critical 
analyses explained, it takes some time 
before the personnel accept the more 


basic recommendations made by such a 
conference. 

The benefits from such a critical store 
visit accrue to both the store analyzed 
and to stores represented by the visitors. 
They include: 


1. Since the top executives of these partici- 
pating stores are generally far above the 
second line executives in their organiza- 
tions in socio-economic status and sel- 
dom benefit from direct criticism from 
other members of their committees or or- 
ganizations, only through meeting their 
peers in an organization such as the 
IADS do they receive unvarnished con- 
structive criticism. This condition exists 
more in Europe where class traditions 
and barriers are generally more stringent 
than in the United States. 

. Since retail executives in Europe do not 
change jobs nearly as often as they do in 
the United States, this lack of new blood 
frequently serves as a brake on the ques- 
tioning attitude. The technique of the 
critical store visit is often vital surgery 
for the firm, even though painful at times. 

. The critical analyses are made by special- 
ists in each function of retailing. For ex- 
ample, store controllers form the back- 
bone of the Finance and Accounting 
Committee. Nevertheless varying points 
of view of individual committees are co- 
ordinated in the general conferences. 

. The retail business in Europe, as in this 
country, operates at a frenetic pace. Ex- 
ecutives therefore have little or no time 
to sit back and take stock of their long- 
range position and problems. A confer- 
ence of this type forces them to take 
such an approach by tearing them away 
from day-to-day operations; and, in the 
case of committee members, from their 
own stores and offices. 

. Such a conference makes it necessary for 
the subject store to formulate basic poli- 
cies and plans. Moreover, it also makes 
visiting executives think in these terms 
for their own organizations. 

. Executives picked up new ideas for their 
own organizations—sometimes by the rev- 
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elation of weaknesses similar to their 
own, and at other times by constructive 
examples set forth by representatives of 
other stores. 


The weaknesses of this conference 


which seemed most serious to the writer 
were these: 


1. Members of the committees frequently 
considered problems of the subject store, 
Magasin du Nord, in the light of their 
own organizations. For example, execu- 
tives of stores catering to the low income 
trade tended to compare the heavy cus- 
tomer traffic in their stores with that of 
Magasin du Nord. They should have re- 
alized that since Magasin du Nord was 
much more of a prestige store than their 
own, such heavy customer traffic was 
both unlikely and undesirable. 

. The short duration of the visit perhaps 
made it difficult to assess correctly the 


environment in which the store operates, 
its market, its position in that market, 
and its reputation and shortcomings in 
the eyes of local consumers. 

. Not one woman attended the conference 
as a delegate. This is indeed remarkable 
in a field in which fashions, particularly 
women’s fashions, are so vital. Some rep- 
resentation on the committees by women 
executives might bring out the impor-- 
tance of fashion merchandising. 


While the specific adaptation would 
depend upon the industrial or trade 
group served, the basic methods devel- 
oped by IADS would, it seems, offer an 
approach worthy of consideration by var- 
ious types of business associations in the 
United States. This would be adequate 
payment for the lend-lease of a business 
management idea which the United 
States sent Europe several decades ago. 
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HE widespread use of the Department 
Tor Labor’s Consumer Price Index as 
a yardstick for wage escalation has fo- 
cused public attention upon the compre- 
hensive revision completed in January 
1953 by the Bureau of Labor Statistics. 
The index has undergone considerable 
re-styling in order to achieve two pri- 
mary objectives: adjustment to current 
buying habits and improvement of the 
index as a measure of national urban 
price change. 

Since 1921, when the index was first 
regularly compiled, changes have been 
made in the items and their respective 
weights in order to improve the accuracy 
of the index.? Indeed, periodic altera- 
tions have advanced index methodology 
from somewhat haphazard World War I 
beginnings to a highly specialized tech- 
nique. 

The new index differs from the old on 
three main counts. First, a new ‘“‘market 
basket” or weighting pattern, based on 
the 1950 Survey of Consumer Expendi- 
tures, was introduced. This is the fourth 
weighting diagram in the “official” series 
since 1921. Second, a new sample of cities 
was selected, one which would better 
measure consumer price changes for the 
nation as a whole. Third, a new base 
period was adopted in order to facilitate 
comparison with other governmental 


*The opinions expressed are those of the writer 
and not necessarily those of the National Industrial 
Conference Board. 

?U. S. Bureau of Labor Statistics, Bull. No. 699, 
Changes in the Cost of Living in Large Cities in the 
United States, 1913-41 (Washington, D. C.: U. S. 
Government Printing Office, 1941), p. 1. 
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series. An important by-product of the 
revision has been a re-appraisal of the 
fundamental concepts and methodology 
of the index. 

From a theoretical standpoint, the new 
index is very similar to the old series. It 
is calculated by the same formula, uses 
similar techniques of computation and 
price collection and maintains constant 
quality by the same type of detailed speci- 
fications. The population coverage re- 
mains generally unchanged in that the 
weighting diagram of both indexes is 
based on the spending habits of the fam- 
ilies of wage earners and salaried clerical 
workers. The apparent differences in this 
coverage stem principally from _ the 
change in income status of these groups 
since the mid-’thirties and not from an 
alteration in the group definition. Even 
the shift in base date to 1947-1949 = 100 
and the increase of items and components 
which superficially alter the appearance 
of the index do not affect the basic con- 
cept. A similar statement can be made 
about the change in city coverage, al- 
though the sample has been re-designed 
to insure that the cities will in their ma- 
jor characteristics be representative of 
the urban communities of the United 
States. The old and new indexes are com- 
pared in Table 1. 


THE NEw INDEX AND [Ts PUBLIC 


In spite of the technical similarities 
with the old series, the appearance of the 
new index brought considerable confu- 
sion to the relatively well ordered pro- 
cedure of wage escalation. Because it was 
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TABLE 1 
COMPARISON OF NEW AND OLD SERIES 


OLD 


‘NEW 
City Coverage: 
34 large cities, 56 for food. 46 cities (2,500 population to N.Y.C.) 
Base Date: 
1935-39 = 100 1947-49 = 100 


Basis of Weighting Pattern: 

From 1934-36 Survey of Money Disbursements 
of Wage Earners and Clerical Workers in 42 
cities. 

Coverage by Family Size, Occupation, and Income: 

Two or more person families. 

At least one member worked a* least 1008 hours, 
spread over 36 weeks during the survey year. 


Families with annval incomes between $500 
(chief earner at least $300) to $2,000 for chief 
earner (or less than $200 during any one 
month). No more than 4 of income could be 
from interest, dividends, etc. 

No families on direct or work relief were included. 


Group Indexes: 
Food 
Rent 
Apparel 
Housefurnishings 
Fuel 
Miscellaneous Goods and Services 


Number of Items: 
Total 200 
Food $1 
Rent 37,000 dwellings 
Apparel 62 
Housefurnishings 25 
Fuel 10 
Miscellaneous 51 


From 1950 Survey of Consumer Expenditures (91 
cities), adjusted to reflect the 1952 expenditure 
pattern, plus 6 cities surveyed from 1947-49. 


Two or more person families. 

The major portion of the income of the family head 
must be from employment as a wage earner or 
salaried clerical worker. 

Family incomes under $10,000 after taxes. No 
lower limit, except that no families were in- 
cluded which did not have income from wages 
or salaries. 


No exclusion for relief as such. 


Food 

Housing 

Apparel 

Transportation 

Medical Care 

Personal Care 

Recreation and Education 


Other Goods and Services 


Total approximately 300 plus 
Food 


Rent 32,000 dwellings 
Apparel 75 
Housefurnishings 35 
Fuel 10 
Miscellaneous 90 


Source: Adapted from BLS Memorandum, ‘“The Revised Consumer Price Index,”” December, 1952. 


impossible to forecast the reaction of the 
new index to price changes and because 
the public was in no position to analyze 
the soundness of the revision, many users 
felt that prudence dictated continued re- 
liance upon the old series. As a conse- 
quence, even though the new series had 
been announced as early as 1949, there 
were many requests for the continuation 
of the old series and a six-month exten- 
sion was ordered by the President to pro- 
vide an additional adjustment period. 
Much well-meant criticism of the index 


stems from misinformation concerning 
the nature of the index and arises from 
the failure to differentiate between a cost 
of living index and a consumers’ price in- 
dex. Another source is the failure to rec- 
ognize the difference between weight- 
ing by actual family spending patterns 
and weighting by a budget based on 
value judgments. 


UsEs OF THE INDEX 


The initiating demand for a consum- 
ers’ price index emerged from the pres- 
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sures of high economic activity, rising 
prices and sluggish wage levels of World 
War I, at a time when a measure of price 
change was needed in the arbitration of 
the ensuing wage disputes. These eco- 
nomic strains of the years 1914-1919 
were the prelude to the establishment of 
the first BLS index published intermit- 
tently from 1919 to 1921. The recent 
trend towards tying wages in fixed 
amounts to the index has re-emphasized 
the necessity of insuring that it continue 
to be a valid measure for that purpose. 

The index has also been employed 
along with other indicators as a measure 
of general economic activity, as a meas- 
ure of the degree of inflation or deflation 
in the economy, and as an adjustor of 
long-term contracts. In developing the 
new index, however, all of these were 
subordinated to the designated primary 
index function—“‘a price deflator of wage 
income.’’* Since, however, the popula- 
tion group whose spending habits pro- 
vide the weighting pattern for the index 
comprise some 64 per cent of the total 
urban population, the index will also 
serve as an acceptable measure of urban 
retail price changes. 


BACKGROUND OF THE REVISION 


Confusion with respect to the Con- 
sumer Price Index is not confined to lay- 
men. It was not until 1945 that the short 
title was changed from “Cost of Living 
Index”’ to “Consumers’ Price Index.’® 


*BLS only compiled an index of food prices in 
this period. U. S. Bureau of Labor Statistics Bull. 


No. 699, Changes in the Cost of Living in Large’ 


Cities in the United States 1913-41, 1941, loc. cit., 


. * Hollander, Edward D., “The Revised CPI: Some 
Problems in Concept and Theory,” Monthly Labor 
Review, February, 1953, p. 166. 

*U. S. Bureau of Labor Statistics, Bull. No. 966, 
Consumers’ Prices in the United States, 1942-48 
(Washington, D. C., U. S. Government Printing Of- 
fice, 1949), pp. 23-24. The official name of the index 
had been “Changes in the Cost of Goods and Serv- 


The ambiguous title, “Cost of Living,” 
implied a much more comprehensive 
task of measurement than attempted in 
any regularly computed index. Specifi- 
cally it implied measurement of the 
change in the amount of an item bought 
in each period of time as well as the price 
change. Thus, in order to assess changes 
in the urban cost of living it would be 
necessary to ascertain the quantities of 
goods bought at each period as well as 
the prices of these goods—a procedure 
which has up to now been considered too 
costly to be practicable. 

The wartime technical investigating 
committees which recommended this 
title change also made a number of pro- 
posals which have influenced the current 
revision. Two of these were that: 1) 
smaller cities be included in the city 
sample, and 2) a new survey of spending 
habits be made for weighting purposes.® 


City COVERAGE IN THE NEw INDEX 


In an effort to achieve a more compre- 
hensive measure of urban price change, 
the city sample has undergone consider- 
able change. During World War II it 
seemed clear that the index gave undue 
importance to price change in large cities 
since the old series was based on local 
indexes (all commodities) for 34 cities, 


ices Purchased by Wage Earners and Lower Salaried 
Clerical Workers in 1934-1936.” The recommended 
change of name was “Consumers’ Price Index for 
Moderate Income Families in Large Cities,” later 
shortened in use to Consumers’ Price Index. The 
title of the new index is “Index of Change in Prices 
of Goods and Services Purchased by City Wage- 
Earner and Clerical-Worker Families to Maintain 
Their Level of Living.” 

* See: American Statistical Association, “An Ap- 
praisal of the U. S. Bureau of Labor Statistics Cost 
of Living Index” by a special Committee of the 
American Statistical Association, October, 1943, Pp: 
20-21, and “Report of the Technical Committee Ap- 
pointed by the Chairman of the President’s Commit- 
tee on the Cost of Living,” Wesley C. Mitchell, 
Chairman, Simon Kuznets and Margaret Reid, June 
15, 1944, Part III, p. 39. 
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relatively large by size of population. 
Food prices were collected monthly in 56 
cities. 

The new index covers 20 large cities as 
well as 26 smaller cities and towns for 
which no separate indexes will be com- 
puted, but whose price changes will be 
incorporated in the national average. 
The larger of these 26 cities will be priced 
four times a year, the smaller three times. 
Indexes for the 20 major cities will be 
computed—5 on a monthly basis and 15 
quarterly.” 

The new city sample has been selected 
on the basis of certain descriptive charac- 
teristics, income level, population den- 
sity, climate and, for the smaller cities, 
distance from a marketing center. Each 
city was classed as low, medium, and high 
for income and population density; as 
cold, moderate, and hot for climate; and 
as near to, or far from a marketing center. 
Cities were then selected by a random 
process to minimize the risk that no par- 
ticular characteristic would be unduly 
accented. 

The 12 largest cities of one million 
population and over (North-Eastern 
New Jersey considered as one area) were 
included as one group with each city 
weighted by its own population. Three 
other population groups were obtained 
by dividing the remaining urban popula- 
tion into equal thirds. The resulting 
groups are 1 million and over, 240,000-1 
million, 30,000-240,000, and 2,500-30,- 
ooo. Each city in these three groups 
was assigned a part of the population 
weight for the group, proportionate 
to its own population. This sample 
design is a significant improvement 
over the previous arbitrary method. 
While it is unfortunate that many widely 
used price series were discontinued, the 

"BLS, The Consumer Price Index, A Short De- 


scription of the Index as Revised, 1953 (Washington: 
1953), Table 2. 


new sample of cities will better be able 
to reflect the price changes of the nation’s 
urban centers.® 


THE WEIGHTING PATTERN 


The necessity of weighting items in a 
consumers’ price index arises from the 


lack of relationship between the magni-— 


tude of an item’s price and its importance 
in the family budget. If no weighting 
pattern were used, the price change of 
relatively costly items or items purchased 
infrequently would be given undue im- 
portance in the index. For example, milk 
and bread, important items in family 
spending, have low unit prices when 
compared with the prices of refrigerators 
and stoves. Yet the staples should appear 
in the index in accordance with their 
importance among consumer expendi- 
tures. 

The index weighting pattern should 
not be confused with estimated budgets, 
based on surveys of actual spending and 
on judgments of how people “ought to” 
spend to achieve a particular goal. The 
index market basket, in contrast, reflects 
how families actually do spend their 
money. 

The weighting pattern is held con- 
stant, or fixed, at the level of living shown 
by the expenditure survey. Any changes 
in level of living occurring after the ex- 
penditure survey has been completed are 
not recorded in the index except by 
special provision. Hence only price 
changes are reflected. The revised weight- 
ing pattern was based on a new survey of 
family spending habits similar to those 
made in 1917-1919 and 1935-1936 which 

* The Bureau used the 1940 Census definition of 
urban areas as a starting point in determining the 
places which should properly be covered by the in- 
dex. This definition classes towns with 2,500 popula- 
tion and over as urban. Bureau of Labor Statistics, 
U. S. Department of Labor, Monthly Labor Review, 


“Selection of Cities for Consumer Expenditures 
Survey, 1950,” April, 1951, p. 436. 
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had provided the previous weighting 
diagrams. This survey measured the 
1950 level of living in g1 cities (six other 
cities had been studied from 1947-1949). 


SELECTING THE POPULATION FOR THE 
WEIGHTING DIAGRAM 


The expenditure survey provided 
data on all types of consumer units, 
families of related individuals, groups of 
people with common financial arrange- 
ments and single consumers.’® As sug- 
gested by the index title, the weighting 
diagram was based upon the spending 
habits of: 


‘. . » families of two or more persons liv- 
ing in towns, cities and suburbs of the 
United States which range in population 
from localities of 2,500 people to New 
York City. The heads of these families 
must be wage earners or salaried clerical 
workers (including craftsmen, factory 
workers, laborers, clerks, sales and service 
workers (except domestic service work- 
ers) 


In determining the population cover- 
age the Bureau of Labor Statistics ex- 
cluded single person families as well as all 
families whose heads were not classified 
as wage earners and salaried clerical 
workers. A family income limit of $10,- 
000 after taxes was also imposed. Perhaps 
in time the uses of the index will demand 
the inclusion of all urban families and 
single consumers, regardless of income 
and occupation. It would then become 


*The weighting pattern of the Interim Index 


(official index from 1950-1952) was estimated from” 


surveys of 7 cities between 1947 and 1949. See Bu- 
reau of Labor Statistics Bull. No. 1039. 

* Consumer units were defined as persons living 
alone or any group living together with a common 
pool of finances. U. S. Bureau of Labor Statistics, 
Survey of Consumer Expenditures, Collection Man- 
ual (Washington, D. C., 1951), p. 1. 

“BLS, The Consumer Price Index, A Short De- 
scription of the Index as Revised, 1953, loc. cit., 


1953, P- 1. 


an even more representative measure of 
national urban price change. 


SPECIAL PROBLEMS OF THE 1950 SURVEY 


The year, 1950, chosen for the con- 
sumer purchases study, was featured by 
abnormal consumer buying, for example, 
the higher-than-average sale of consumer 
durables, that accompanied the onset of 
hostilities in Korea. The purchase rate 
of television sets was also high in some 
cities because of the establishment of new 
broadcasting stations. Because of these 
aberrations in spending, and because the 
weighting pattern will be used for a 
number of years, the actual expenditures 
measured in the study were adjusted to 
make them more representative of an 
average year. They were also adjusted for 
price changes between 1950 and 1952.2 
The Bureau explains that: 


“Since the records were for the year 1950 
these averages had to be adjusted for 
changes between 1950 and 1952 to deter- 
mine the market basket representative of 
the year 1952—the basic index market 
basket.” 


NEw COMPONENTS 


The abnormalities of 1950 did not, 
however, mask the great habit changes 
which have occurred in consumer spend- 
ing during the last fifteen years. The ex- 
penditure survey confirmed the changes 
indicated by surveys in 1947-1949.'* Be- 
cause average family size steadily de- 
clined subsequent to the early surveys 
and because the average real family in- 
come rose, the place of food and housing 
in total family money outlays has dimin- 
ished. The current relative importance 
of the component groups is shown by the 
preliminary figures:'* 


Ibid., p. 3. 

*%See Bureau of Labor Statistics Bull. No. 1039, 
Interim Adjustment of the Consumers’ Price Index. 

“BLS, The Consumer Price Index, A Short De- 
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30.1% The only change in concept repre- 
32.0%, sented in the new list of goods and serv- 
Apparel ........-scecsseeees 9:7% ices is the addition of home purchases. 
11.0% Homes bought are treated as consumer 
Medical Care ...............- 4-7% durables in the new index. Formerly it 
Personal Care .........--.-.-. 2.1% was classified as an investment. This 
Reading and Recreation ....... 5-4% change recognizes the similarity between 
Other Goods and Services ..... 5-0% expenditure for home purchase and 


This new set of component indexes is 
a different assembly of the old group and 
subgroup indexes. Food and apparel 
have substantially retained their former 
composition, but the new housing index 
includes expenditures for rent, the pur- 
chase of a house, fuel (including gas, 
electricity and refrigeration), housefur- 
nishings, household operation and home 
maintenance. The former subgroups of 
the old miscellaneous index are now 
published as separate indexes because of 
their increased importance. 


New ItTeM List 


Index items were selected from the 
1950 survey, first, on the basis of their 
own importance in the total budget and, 
secondly, as representative of groups of 
items whose prices have in the past 
varied similarly. A number of auxiliary 
surveys have been made by the BLS to 
determine the nature of “price families” 
(groups of items whose prices show simi- 
larity of price fluctuation) but much 
work remains to be done in this field. 
The present imputation pattern is, there- 
fore, unavoidably based partly on prag- 
matic assumptions. It is, however, the 
best than can be devised on the present 
evidence. The principal items, formerly 
imputed, which will be priced for the 
new index are restaurant meals, used 
cars, and home repair services.'® 


scription of the Index as Revised, 1953, loc. cit., 
1953, Table 1. 


* BLS, The Revised Consumers’ Price Index, loc. 
cit., p. 6. 


other consumer durables previously in-- 


cluded in the weighting pattern. 


New BAsE 


The change in the Index that is prob- 
ably first noticed by index users, is the 
new base, 1947-1949=100. This was done 
on the recommendation of the Office of 
Statistical Standards of the Bureau of the 
Budget in order to establish a common 
base for most government series. This 
base is simply a numerical relationship 
which can be switched arithmetically 
from one point in time to another with- 
out altering the shape of the plotted 
curve of the Index. 


PRICES AND QUALITY 


Since the Index is designed to measure 
price change, it is important that quali- 
ties remain constant from period to 
period.’* This task has become increas- 
ingly difficult, primarily due to increas- 
ing diversification of commodities. At 
one time, for example, cotton and wool 
were the basic fabrics for workers’ cloth- 
ing, so that it was perhaps sufficient to 
ask the price of a cotton blouse and skirt 
or a wool suit. Today there are a host of 
new type fabrics such as orlon, nylon and 
blends, as well as the original cotton and 
wool. The average worker, moreover, 
both because of the expanded variety of 
available goods and a rising real income, 
buys an increased range of qualities. 


* See Williams, F. M., and Hoover, E. D., “Measur- 
ing Price and Quality of Consumers’ Goods,” The 
Journal of Marketing, April, 1946, pp. 354-369. 
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The Bureau has a written specification 
for each index item that describes the 
exact quality desired. The quality solic- 
ited is, for the most part, medium grade 
and is based on observations from the ex- 
penditure surveys, trade information and 
other sources. 

Limitations are, of course, inherent in 
this method, for the specifications used 
can contain only as much detail as can 
be read and understood by those report- 
ing prices. Some quality variation, there- 
fore, unavoidably slips into the Index. 
The present method of pricing can be 
considered an adequate control except in 
times of rapidly varying qualities. 


THE FORMULA 


The index formula is the one com- 
monly employed in all indexes of this 
type. The formula has frequently been 
criticized and others have been suggested 
as more accurate, according to certain 
criteria. Most of these, however, while 
mathematically superior, have been 
ruled out for “‘practical’’ reasons because 
the necessary computations are so much 
greater than those required by the for- 
mula currently in use.!7 

The present formula, an adaptation of 
the Laspeyres formula, assumes that 
quantities are constant over time.'* In 
use, a larger importance over the years 
accrues to all items whose prices have in- 
creased more than the average amount 
while a reduced importance is given 
items whose prices have declined. 


* See Mudgett, Bruce, Index Numbers (New York: 
John Wiley and Sons, Inc., 1951), Chapter 5, pp. 
31-40. 

* Adapted in the form 


R,=R,., [ 24. ( Pi-1 ) ] 
Pi-1 


BLS, “The Main Features of the Revised Consumer 
Price Index,” Monthly Labor Review, February, 


1953, p- 162. 


TAXES 


BLS has retained its previous policy 
on taxes—to include only “those pay- 
ments to government which can be con- 
sidered as ‘prices’ of identifiable goods 
and services” and payments necessary for 
the acquisition or permissive use of goods 
or services.1® Income taxes and assess- 
ments which can be considered savings 
or insurance are automatically excluded. 
Payments to government, for goods and 
services such as garbage disposal and 
utilities, licenses, and for acquisition of 
goods and services (sales or use tax) are in- 
cluded. 

No adequate method has yet been pro- 
posed by which taxes other than those 
related directly to goods or services can be 
reflected in the Index, nor is this neces- 
sarily desirable. From one viewpoint, 
the income tax can be considered the 
price paid for governmental services 
which cannot be directly related to a 
specific commodity. The Bureau holds 
to the view of excluding personal taxes. 


CONSIDERATIONS FOR THE FUTURE 


The new BLS index represents the 
application of improved statistical tech- 
niques. There are, of course, unresolved 
problems. One concerns the frequency of 
changing index weights. The new index 
is a series of four separate linked weight- 
ing patterns (1917-19, 1934-36, 1949, 
1952) which have served to keep the in- 
dex in contact with changing buying 
habits. One viewpoint regarding weight 
change advocates shifting the market 
basket more frequently so that the 
change will occur gradually rather than 
at the end of a long period. The other 
holds to a longer period between weight 
revisions on the ground that it will better 
preserve the consistency of the measure. 


*® BLS, “Taxes and the Consumers’ Price Index,” 
Monthly Labor Review, January, 1953, pp- 53°54: 
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Further study will be required for a satis- 
factory solution. 

A second problem is concerned with 
the definition of the term “consumption 
expenditure,” in order to delineate be- 
tween all family money outlays and ex- 
penditures for index purposes. BLS has 
considered only current family ‘“con- 
sumption” as expenditures, based, seem- 
ingly, on two criteria: 


(1) Expenditures must be related to a 
definable good or service, and (2) If the 
expenditure reflects both future and cur- 
rent consumption, it is included on the 
basis that the item was contracted for. 
Other money outlays, such as insurance 
(partly a current service and partly sav- 
ings) are not included since that bound- 
ary is not clear. 

A third problem may arise from the 
recent tendency of consumers to buy in 
spurts, a practice which disturbs the old 
relationship between spending and con- 
sumption. The present method of 
weighting the price index by actual 
spending habits was devised at a time 
when most families did not have the 
economic means to stock up in advance. 
Income and spending were, in fact, 
closely related. If, however, the presént 
high level of income continues, the pres- 
ent method of weighting by surveys of 


actual spending may become less and less 
related to consumption, since in a given 
survey year spending may be peaked 
while consumption remains “‘normal.’’?° 


SUMMARY 


The new BLS index is a compromise— 
a reasonably successful compromise— 
between two objectives: the measure- - 
ment of the comparative cost of maintain- 
ing an equivalent economic status and 
the measurement of retail price fluctua- 
tion. Historically, the former has always 
loomed largest in public demand. Since 
BLS cannot, because of prohibitive costs, 
develop a “cost of living” indicator, it 
might seek periodically to price some 
type or types of basic budget. If such a 
budget could be revised from time to 
time, according to a weighting pattern of 
actual consumption habits (instead of 
spending habits), it might provide a 
more satisfactory consumer budget mea- 
surement, freed from the conceptual 
difficulties of including some of these re- 
quirements in a retail price index. The 
latter could then be specifically designed 
to meet the other objective—the measure- 
ment of retail price trends. 

* The current magnitude of installment and other 
forms of credit purchasing, as well as such innova- 


tions as home freezer units, are factors which may 
create such a situation. 
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published data on income 
distribution by towns, cities, coun- 
ties and states—the detailed geography of 
income and purchasing power—give a 
type of information not previously avail- 
able. The primary data are published in 
Part B of the 1950 Census of Population. 
This presents the geographical distribu- 
tion of the number of families and unre- 
lated individuals, or ‘“‘consumer units,” in 
each of 14 income groups in 1949. The 
Census estimates the number of con- 
sumer units in each income group, but 
does not show aggregate income of each 
group. Using these Census data as a start- 
ing point, Standard Rate and Data Ser- 
vice has: (a) adjusted the data to 1951, (b) 
concentrated distribution into four in- 
come groups, and, (c) estimated the ag- 
gregate dollars of income in each place.* 
This article describes how SRDS has ar- 
rived at its estimates of local income. 


Census EsTIMATE COMPARED WITH 
NATIONAL INCOME DIVISION REPORTS 


The Census provides the first compre- 
hensive place-by-place—towns, cities and 
counties—information on income distri- 
bution. Other primary sources are na- 
tional totals, with no local breakdowns 
and the annual estimates of the Depart- 


ment of Commerce, by state totals. While © 


the Census Part B reports population 
in each income group for each place, not 
by aggregate dollar income, many esti- 
mates have been made of the national 
dollar income. Table 1 shows a compari- 


4Standard Rate and Data Service, Consumer In- 
come Data, 1953, Supplement to Consumer Markets. 
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TABLE 1 


Various ESTIMATES AND VARIOUS DEFINI- 
TIONS OF 1949 PERSONAL INCOME 


Billion 
Dollars 


I. Dept. of Commerce National Income Di- 
vision Reports on Personal Income 


1. Grand Total—Cash and non-cash— 
All sources, the generally accepted 
definition and figure 
(Per Survey of Current Business 1951 
Supplement on Business Statistics) 

2. Grand Total of State Income Pay- 
ments, including cash and non-cash, 
but not including certain over-all, 
non-local items included in 1 above 
(Per Survey of Current Business, 
August, 1952) 

3. To Total Population 14 years old 
and over, money income* 


$205.1 


$196.2 


$187.6 


II. Bureau of the Census Surveys, Totals as 
Estimated, Primarily Comparable by 
Definition to Item 3 A bove* 


4. 1950 Census of Population, by per- 
sons 14 years old and over 

5. Same, excluding institutional inmates 

6. Current Population Survey 
(Non institutional, not including 
armed forces on post) 

7. 1950 Census of Population—for fam- 
ilies and unrelated individuals, that 
is, consumer units 


$171.4 
$168.0 


$158.0 


$154.5 


*Herman P. Miller, ‘‘An Appraisal of the 1950 
Census Income Data,” Journal of the American 
Statistical Association, March, 1953 


son of seven different estimates for the 
year 1949. 

The most widely used figure is the 
$205.1 billion total (Item 1). By contrast 
the extension of the Census data, on the 
family. and unrelated individual basis, 
i.e., families including one person fami- 
lies, comes out to $154.5 billion. 

It will also be noted in Table 1 that the 
Census estimate for persons (Item 4) is 
considerably higher than the estimate 
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for families (Item 7). Miller has ex- 
plained the lower family estimate as 
follows: 


The lower estimates derived from the 
tabulations for families are largely at- 
tributable to the method used to collect 
family income data in the Census. 

.. . The family income data are based 
on replies to income questions asked sep- 
arately for the head of the family and for 


data on a place-by-place basis. The prob- 
lem is how to adapt it for practical uses. 


WHERE UNDER-REPORTING OCCURRED 
Having shown the range of difference 
in the income estimates resulting from 
under-reporting in the base year, the pat- 
tern of reporting by types of income and 


the relationship between types and _ 


amounts of income will now be ex- 
amined. Extension of the Census data 


TABLE 2 


COMPARISON OF AGGREGATE INCOME—1949 FAMILIES AND UNRELATED INDIVIDUALS 
(Millions of Dollars) 


Per Cent Census 


Estimate From State Income of State 
Census Data Payments* Income Payments 
(Preliminary) 
Salaries and Wages $116.5 $130.2 89.5% 
Non-Farm Entrepreneurial 18.8 19.7 95.1 
Farm Entrepreneurial 7.2 12.1 59.7 - 
All Other 12.2 34.2 35.8 
Total $154.7 $196.2 78.9% 


* Survey of Current Business, August, 1952 


all relatives of the family head as a group, 
whereas the income data for persons are 
based on replies to income questions 
asked for each person in the sample. The 
failure to obtain income information in- 
dividually for relatives of family heads 
probably resulted in under-reporting of 
income for this group. It may be noted 
that at each income level the Current Pop- 
ulation Survey data have a larger propor- 
tion of families in which the family in- 
come was greater than the head’s income. 
This is equivalent to saying that there 
were more families having income recipi- 
ents other than the head in the Current 
Population Survey than in the Census.” 


Thus, the census gives an incomplete 
picture of the local pattern of income 
distribution. It is, however, the only com- 
prehensive source of income distribution 

*Herman P. Miller, “An Appraisal of the 1950 


Census Income Data,” Journal of the American Sta- 
tistical Association, March, 1953. 


from the basic sources of income, and a 
comparison of these extensions with the 
totals reported by the Department of 
Commerce National Income Division is 
shown in Table 

This shows close correspondence in the 
estimates of salaries and wages and on 
incomes from non-farm businesses. Farm 
income is under-reported to a greater de- 
gree and “Other” income is grossly 
understated. “Other” income includes 
dividends, interest, net rent, and pen- 
sions. Such income is of particular im- 
portance in the lower and the upper end 
of the income scale and makes up but 8 
per cent of the total in the “Middle In- 
come’”’ groups. 

Table 3 shows the relative importance 
of the major sources of income by types 
for several representative income groups. 
It is to be noted that the composition 
by type of income varies at each 
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TABLE 3 


COMPOSITION OF INCOME BY TYPE 
AT VARIOUS LEVELS 


periods of continuous employment at 
well-established wage levels, is one of the 
easiest for respondents to estimate or re- 


py iad athe call. Even here, however, there is some 
: = : under-reporting. It is not until the upper 

Salaries Entrepre- All“Other’ ‘imcome levels are reached that other 

& Wages _neurial Income _ sources such as dividends, capital gains, 

$500-$1000 248% 124% . 62.8% rental income, etc. constitute significant 
portions of the respondent’s total income. 
$5000-$6000 76.2 11.7 12.1 It is from these sources and at these levels 
eae 6.0% 163% 78% that incomes are the most subject to 


Unpublished estimate based on Census data 


income level. At the lower income 
levels, income is primarily from _part- 
time work, pensions, and miscellane- 
ous sources that are easily forgotten and, 
although fairly large in the aggregate, are 
considered unimportant by the low-in- 
come respondents. For the middle in- 
come groups, salaries and wages consti- 
tute by far the largest portion of income. 
This source of income, especially during 


under-reporting. 

Thus, Table 2 shows the relative im- 
portance of each type of income in total 
while Table 3 shows the varying com- 
position by types at different income 
levels. The relationship of the Census to 
adjusted income totals by separate in- 
come groups varies greatly from the na- 
tional total, however, because of the dif- 
ferences in the composition shown in 
Table 3. Table 4 shows how these differ- 
ences work out for two contrasting in- | 
come groups. These figures indicate the 


TABLE 4 


APPLICATION OF THE DEGREE OF INCOMPLETENESS IN REPORTING AS SHOWN IN TOTAL 
IN TABLE 2 TO SPECIFIC INCOME GROUPS 


Per Cent 
Income as Each Type Income Per Income Adjusted Per Cent 
Estimated Census is of Dept. to Dept. of Adjusted Level 
from Census of Commerce Total* Commerce Total is to Original 
(Millions of $) (Millions of $) 
$500 to $999 Income Group 
Salaries and Wages $ 1340.7 89.5% $ 1497.6 111.7% 
Self-Employment 
Non-Farm 116.7 95.1 122.7 105.1 
Farm 368.9 59.7 617.8 167.5 
All other 1354.7 35.8 3786.2 279.5 
Total $3181.0 - 52.5% $ 6024.3 189.4% 
$3500-$4000 Income Group 
Salaries and Wages $11894.6 89.5% $13285.9 111.7% 
Self-Employment 
Non-Farm 1000.1 95.1 1051.2 105.1 
Farm 402.6 59.7 674.4 167.5 
All other 493.7 35.8 1379.7 279.4 
Total $13791.0 84.0% $16391.2 118.9% 


* Per Table 2 and unpublished estimates based on Census data 
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adjustment needed in the type of income 
to bring the aggregate income up to the 
accepted standard for the national total. 

Table 5 shows these relationships for a 
range of income groups. The integral 


TABLE 5 


Net ADJUSTMENTS FOR SELECTED INCOME GROUPS 
NEEDED TO RAISE AGGREGATE INCOMES 
From CENsus TO DEPARTMENT 
OF COMMERCE LEVELS 


Per Cent Ad- 
justed Level 
Per Cent Esti- Based on De- 
mated Censusis partment of 
to Department Commerce ts to 
of Commerce Estimated 
Income Group Level Census Level 
$500 $1000 53% 189% 
$2000-$2500 77 130 
$3500 $4000 84 119 
$5000-$6000 82 122 
$10,000 and over 77 128 
Total—All Income 
Groups 79% 127% 


points of an adjustment may be sum- 
marized as follows: because a different 
adjustment must be applied to each 
type of income, it is necessary to correct 
separately each income level, as reported 
by the Census state-by-state and place- 
by-place to arrive at new totals. The 
1949 Census figures cannot be ex- 
tended just by multiplying the number 
of families by the average income in each 
bracket and then making a blanket up- 
ward correction for every income level. 
Fach type of income must be separately 
adjusted within each group to allow for 
the differences in completeness of report- 
ing. 

The need for these correction figures 
is seen in a comparison of the Federal 
Reserve Board’s estimate of distribution 
for 1949 with the Census, even though 
the items included in making up Per- 
sonal Income are not identical. It is note- 
worthy that the Federal Reserve Board's 
estimates, which are based on a sample 


survey, have consistently come closer to 
the Department of Commerce’s estimate 
of national totals for that portion of 
Personal Income covered by its ques- 
tions than any of the Census esti- 


TABLE 6 
FamiLy Basis 1949 DistRIBUTION 


Per Cent ~ 


Which 

Federal Census is 

Censusof Reserve of Federal 
Population* Surveyt Reserve 


Under $2000 39.1% 28% 140% 
$2000-$3999 34.7 37 94 
$4000-$4999 10.1 12 83 
$5000-$9999 13.1 19 68 
$10,000 and over 60 


2.4 4 
100.0% 100% 


Based on per cent distribution as an indicator, 
Census, Federal Reserve Survey, and Dept. of Com- 
merce all have different definitions of ‘‘income.”’ 


* Census Series PE, U. S. Summary 
+ Federal Reserve Bulletin, June 1950 


mates. This is shown in Table 6. 
This suggests that the Census is over- 
weighted at the lowest income level be- 
cause the under-reporting down-grades 
the importance of the income groups, 
with progressive deficiency as the income 
brackets go up. 

This analysis relates only to 1949. The 
sharp upward shift in income from 1949 
to 1951, as shown in Table 8, further 
aggravates the problem of under-state- 
ment. 


FAILURES TO REPORT 


Another desirable adjustment of the 
Census data is to allow for the number of 
consumer units who refused to report 
their incomes. The percentage of non-re- 
porting consumer units to the total varied 
considerably from place to place, with a 
U. S. average of 5.8 per cent. For the pur- 
pose of estimating incomes and income 
distribution by markets, these 2,900,000 
consumer units can not be ignored. Since. 
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there are no data by which to allocate 
them to income groups, Standard Rate 
and Data Service has allocated the non- 
reporters in each place to income groups 
in the same proportion as those who do 
report. 


Factors To USE FOR EXTENDING 
INCOME BRACKETS TO AGGREGATES 


As mentioned earlier, the Census it- 
self simply shows the number of con- 
sumer units reporting in each income 
bracket. In order to get the aggregate 
amount of income in each bracket, as a 
first step, before the adjustments neces- 
sary to make up for the deficiencies previ- 
ously described, the number of units in 
each bracket must be multiplied by the 
average for that bracket. The averages ap- 
plicable to each bracket are shown in 
Table 7. Since the top bracket in the 


TABLE 7 


AVERAGE INCOMES FOR EACH CENSUS 
REPORTED INCOME GROUP 


Income Group Average 
Less than $500 $ 220 
Midpoints at each $500 interval from: 
$500-999 $ 750 
to to 
$2500-$2999 $2750 
$3000-3499 $3245 
3500-3999 3740 
4000-4499 4235 
4500-4999 4740 
5000-5999 5440 
6000-6999 6450 
7000-9999 8150 


Calculated from Unpublished Census Data 
Census is ‘$10,000 and over,” estimates 
must be made above this point. Nation- 
ally, the Census, in special reports on the 
subject, uses $20,000 as an estimated av- 
erage for such persons. The figures on a 
family basis differ from this according to 
Herman P. Miller and are particularly 
dependent on the spread of income in 
each place below $10,000. 


The common method for making this 
kind of an estimate is to use the Pareto 
Curve for consumer income units. This 
curve, developed over fifty years ago by 
Pareto, portrays the relationship between 
the average of an open end income group 
and the number of units in this group 
and the group immediately below it. Ap- 
plied to the income distribution problem 
of the Census, in a place where there are 
4,000 units in the “$10,000 and over” 
group and 6,000 units in the “$7,000 to 
$10,000” group, the ratio indicates an 
average of $16,000 for the open end 
group. If the proportions were exactly 
the opposite, the ratio would indicate an 
average of $26,750. Working with special- 
ists at the Department of Commerce, us- 
ing patterns of relationship from tax re- 
turn data which are specific at all income 
levels, and making adjustments at the 
top end resulted in a place-by-place scale 
ranging from $16,000-$17,000 at the low 
to a peak of $28,500.8 


Tax EsTIMATES TO DETERMINE 
SPENDABLE INCOME 


In order to calculate ‘‘Disposable” or 
“Spendable” Income, it is necessary to re- 
duce the Total Personal Income by the 
amount of Federal and State income 
taxes. The deduction for taxes is not a 
fixed percentage. The state deduction 
varies according to the 31 different state 
income tax rates. The Federal tax, the 
largest part of the total, is dependent on 
the distribution of the income, since the 
Federal rate rises as income rises. 

The deduction for state taxes, exclu- 

*Herman P. Miller, “An Appraisal of the 1950 
Income Data,” Journal of the American Statistica! 
Association, March, 1953 states: “The arithmetic 
mean for the ‘tail’ of an income distribution having 
an open end interval of $10,000 or more is generally 
estimated from a Pareto Curve ... this method 
yields reasonable estimates for the distribution of 


families and unrelated individuals ... tends to 
over-state the mean for distribution of persons.” 
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sive of the 29.4 per cent caused by the 
extraordinary incomes of DuPonts in 
the state of Delaware, ranges from 16.3 
r cent in New York to 4.7 per cent in 
South Dakota. The higher the propor- 
tion of consumer units in upper income 
groups, the higher the percentage which 
this tax is to Total Personal Income.* 


SHIFTS FROM 1949 TO 1952 


The preceding steps are required to 
bring the census income data up to the 
Department of Commerce estimates for 
1949 and to estimate aggregate income 
by places. In addition, allowance must be 


TABLE 8 
TRENDS IN INCOME, 1947-1953 


Disposable In- 

Total Personal come (afier 

Income taxes) 
(Billions) (Billions) 

1947 $191.0 $169.5 

1948 209.5 188.4 

1949 205.1 186.4 

Change 1947-1949$ $ 14.1 $ 16.9 
% + 7% + 10% 

1950 $226.3 $205.5 

1951 254.1 225.0 

Change 1949-1951$ $ 49.0 $ 38.6 
% + 24% + 21% 

1952 $268.3 $234.3 

Change 1951-1952$ $ 14.2 $ 9.3 
% + S% + 4% 

1953 (est.) $281.3 $245.6 

Change 1951-1953$ 28.2 $ 20.6 


% + 10% + 9% 


Source: Survey cf Current Business, Feb. 1953 and 
1951 National Income Supplement. 1953 is Ist 
quarter rate, May 1953 Survey of Current Business 


made for the rise in incomes in the past 
three years. The changes in the national 
levels of income and spending power are 
shown in Table 8. The aggregate increase 


‘To develop a reliable technique for estimating 
this tax factor on a place-by-place basis, from the 
state average basis tha: is reported by the Treasury 
Department, would be an important step forward. 


in income from 1949 to 1951 reflects the 
substantial differences in the number of 
consumer units within income groups. 
The Federal Reserve Board’s Consumer 
Surveys show that from 1949 to 1951 the 
proportion of consumer units with in- 
comes of “$5,000 and over’’ increased by 
22 per cent, rising from 23 per cent to 
28 per cent of the total. Thus, the full 
span between the implied income level 
as shown by the original Census data in 
1949 and the Total Personal Income in 
1951, is from $154.5 billions to $254.1 
billions, an expansion of $99.6 billions or 
64 per cent. The span on the corrected 
basis for 1949-1951 is from $205, billion 
to $254 billion, a change of 24 per cent. 
The span in the 1951-1953 estimated 
period is only $28.2 billions, or 10 per 
cent and appears to be levelling off 
around this point. 


PROJECTION OF 1949 TO 1951 


The Department of Commerce “State 
Income Payments’ provide estimates of 
the state income totals, before taxes, for 
1951. Adjustments for the District of Co- 
lumbia, Maryland, Virginia and New 
York and New Jersey (New Hampshire 
and Maine in a minor degree) are essen- 
tial to correct for differences in places 
where salaries are earned and where the 
recipients reside. 

Moreover, within any state the rates of 
change are not uniform. Counties, cities 
and metropolitan areas must be adjusted 
to 1951 by using many sources of data 
from which to set up indices of change. 
The primary sources of these data are re- 
ports on wages and salaries, state income 
taxes and sales taxes. More than half of 
the states now report this type of informa- 
tion in considerable detail by counties 
and some by cities. The procedures differ 
by states because of variations in the 
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types and degree of breakdown of the in- 
formation. 


FURTHER ADJUSTMENTS 


Adjustments cannot simply be correc- 
tions in dollars of income for 1949, with 
a projection to 1951 without also making 
the corresponding corrections in the 
number of consumer units within each 
income group. As the amount of income 
goes up, the pattern also changes. The 
basis for this correction is to adjust the 
incomes in each bracket by the calculated 
amounts of shortage. Doing this alone 
would raise the incomes without chang- 
ing the distribution. Portions of the num- 
ber of families in each bracket obviously 
move on to the next. On an average basis, 
the adjustment of the Census by income 
groups works out at follows: 


Income Group Factor 
Under $2000 
$2000-$3999 ‘975 
$4000-$5999 1.318 
$6000 and over 1.710 


The shifts of consumer units, from one 
group into another, in effect are a double 
adjustment, except at the two extremes. 
Each group receives consumer units from 
the previous group and passes on others 
to the next group. Table 9, which pre- 
sents an estimate of the 1951 distribution 
and the percentage of shift nationally 
from the 1949 base shows the effects of 
this point. 


TABLE 9 


1951 CoNSUMER UNIT DISTRIBUTION AND 
PER CENT OF SHIFT 


Consumer Per Cent cf Change 
Income Group Units—1951 from Raw 1949 Census 


(000 Omitted) 
Under $2000 14,402 —26.8% 
$2000-$3999 - 16,831 — 2.5 
$4000-$5999 10,519 +31.8 
$6000 and Over - 8,320 +71.0 


—SRDS Consumer Income, 1951 


The big changes in numbers of consumer 
units are in the low and the high brack- 
ets. The “$2000-$3999” bracket has re- 
mained approximately the same. The 
““$4000-$5999” has had a high percentage 
change but, because it is considerably 
smaller in number of consumer units 
than the low group, the change in actual 
numbers is just half as large. 

The differences in the pattern of shift 
as it affects individual places is illustrated 
in Table 10. As is obvious, the general 
shift follows along the lines shown for the 
national totals, but the variations by 
places, dependent on the local factors de- 
scribed earlier, affects each market differ- 
ently, even though they are all in the 
same general area. 


SRDS INcoME DATA 


The various adjustments that have to 
be made to yield estimates for each of 
the 3,000 odd counties and 3,000 odd 
towns and cities within them, to cover 
all places 5,000 and over, give an idea of 
the hundreds ot thousands of calcula- 
tions necessary to take the primary Cen- 
sus data, add dollar information and 
bring it up to date. This is what SRDS 
has done in its new Income Data, the 
supplement to its annual Consumer Mar- 
kets. To illustrate how this works out in 
a group of places which vary in size, 
income and pattern of income distribu- 
tion, a specimen page, from the SRDS 
Consumer Income is reproduced in 
Table 11. 

From these figures several variations 


- are illustrated: 


—Same average income per household but 
quite’ different distribution by income 
group (South Haven and Willow Run). 

—Same number of consumer units in a spe- 
cific income group but different total 
number of consumer units (“$6000 and 
over” Allen Park and Ecorse). 
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ly 
TABLE 10 
al j VARIATIONS BY PLACES BEFORE AND AFTER ADJUSTMENTS—ALL METRO AREAS IN ILLINOIS ne 
ft Consumer Units 
Metro Under  $2000- $4000- $5000 Net Ree 
al Areas Total $2000 3999 5999 & Over ported 
Chicago 
1,918,010 422,780 628,685 419,405 313,435 133,705 
e- 100% 22.0 32.8 21.9 16.3 7.0 
T- 1,943,476 296,562 594,973 530,916 521,025 
1e 100% 15.3 30.6 27.3 26.8 
i Davenport, Rock Island, Moline > 
80,215 19,310 30,885 17,590 8,345 4,085 
re 81,533 14,067 30,103 23,039 14,324 — 
to : 100% 17.3 36.8 28.3 17.6 
of Decatur 
er 100% 27.9 38.2 17.8 10.1 
of 33,809 6,957 12,870 8,023 5,959 
100% 20.6 38.1 23.7 17.6 — 
a- 
| Peoria 
d 85,560 21,725 32,725 17,335 9,235 4,515 
1 _ 100% 25.4 38.2 20.3 10.8 3 
4 86,385 15,791 32,011 22,690 15,893 
he 100% 18.3 37.0 26.3 18.4 
Rockford 
in ee ere 51,965 11,270 18,710 11,980 6,030 3,975 
1e, 100% 21.7 36.0 11.6 6 
ws 53,108 18,257 18,512 15,854 10,485 
in Spring field 
46,310 13,600 17,120 7,675 4,490 3,425 
100% 29.4 36.9 16.6 9.7 7.4 
) 
oc 100% 22.2 37.8 22.6 17.4 — 
yut 
me 
pe 
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TABLE 11 
CONSUMER INCOME DATA SUPPLEMENT 


Consumer Markets/1952-53 


Consumer 
Spendable 


Households Inc. ($000) 


Income 


Per 


Household $ 


Total 


Consumer Under 


Units 


Number of Consumer Units by Income Groups 


$2,000- 


$4,000- $6,000 
3,999 


$2,000 5,999 & Over 


Counties and Cities: 


2,580 
1,440 

13,640 

4,940 

10,690 

HAVER. on 1,810 

WASHTENAW. 36,040 
12,030 
3,150 
5,150 

3,140 
‘ 27,620 
2,510 
Grosse Pointe........... 1,690 
Grosse Pointe Farms...... 2,570 
Grosse Pointe Park....... 3,850 
Grosse Pointe Woods..... 2,950 
12,030 
14,640 
4,000 
8,200 
1,830 
5,490 
1,690 
2,570 
cee 10,360 

5,510 
3,170 


45,935 
13,739 
9,771 


27,434 


8,748 
5,464 


63,179 
27,541 


34,863 


41,174 
7,521 


212,415 


20,109 
14,491 


4,127 
6,079 
4,985 


3,018 


3,391 
3,794 


4,632 
5,575 


11,498 
2,679 
2,341 


9,308 


2,760 
1,488 


14,540 
5,544 


11,296 


13,410 
1,902 


55,580 
28,055 
3,128 
7,522 


830,495 
3,410 


CAUTION: SEE DEFINITIONS OF HOUSEHOLDS, FAMILIES, CONSUMER UNITS IN FRONT PAGES OF BOOK. 


3,247 4,445 2,375 1,431 
476 1,028 669 506 
613 866 544 318 

3,535 3,379 1,364 1,030 

1,015 1,262 313 170 
413 743 207 125 

3,534 5,647 3,404 1,955 

1,199 2,114 1,359 872 

3,803 4,399 1,641 1,453 

4,848 5,150 2,153 1,259 
532 768 310 292 

18,660 17,047 11,135 8,738 
12,880 6,425 4,456 4,294 
618 1,740 603 167 
2,421 2,308 1,546 1,247 
108,236 274,193 231,229 216,837 
117 679 1,461 1,153 
1,980 7,859 10,425 10,827 
90,075 215,027 175,314 165,797 
77 2,620 1,548 j 
182 974 956 436 
237 231 316 1,633 
401 346 420 2,213 
474 608 859 2,579 
98 241 779 1,722 

1,815 5,674 3,511 3,403 

2,818 6,924 5,149 4,658 
721 1,987 1,184 613 
390 2,518 3,037 2,283 
450 1,651 1,946 1,159 
136 900 1,045 669 
298 699 550 622 
859 2,670 1,658 852 
172 528 736 456 
273 1,038 1,002 713 
993 3,669 3,444 3,149 

2,137 2,304 1,029 433 
948 1,466 784 384 


All Data Estimated to January 1, 1952. See Introductory Pages for Metropolitan Area Income Data, State, County, City Rankings. 


(*) County seat. 
{P) Central City of metropolitan area. 


—Same number of consumer units but quite 
different total income and distribution by 
income groups (Wyandotte and Tuscola). 

—Same total dollars of income but quite dif- 
ferent number and distribution of con- 
sumer units (Grosse Pointe Woods and 
Ypsilanti). 


available. 


In conclusion, it is believed that the new 
sources of data and the methods used pro- 
vide estimates of the Spendable Income 
in each market with greater place-by- 
place accuracy than have previously been 
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| 12,709 4,035 
30,244 5,873 
4,676,130 6,845 
207,808 7,524 31,091 
3,577,280 6.882 646,213 
29,474 6,550 5,988 
= 14,064 5,603 2,548 
42,612 25,214 2,417 
2 54,652 21,265 3,380 
67,054 17,417 4,520 
30,362 10,292 2,840 
76,218 6,336 14,403 
107,112 7,316 19,549 
21,474 5,369 4,505 
|, 52,515 6,404 8,228 
30,060 6,135 5,206 
ae 17,117 6,660 2,750 | 
12,753 6,969 2,169 
29,202 5,319 6,039 } 
2 11,416 6,755 1,892 
6,59 11,255 
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SPECIAL INCENTIVES FOR SALESMEN 


ALBERT HARING, Indiana University 
and 
ROBERT H. MYERS, Miami University 


LTHOUGH special incentives can be of 
many types, ‘special incentives” are 
defined for this study as “those incentives 
that are not a part of the regular compen- 
sation plan.” Where the agreement be- 
tween company and salesman includes a 
predetermined bonus plan or a commis- 
sion for sales beyond quota, such arrange- 
ment becomes a part of regular compen- 
sation and is excluded here. This study 
relates largely to sales contests and honor 
awards.! 

The research program was broken into 
three sections. First, books and periodi- 
cals were checked over a twenty-year 
period. Second, business firms were con- 
tacted directly through personal inter- 
view. Field contact included both firms 
which had been successful in the use of 
sales contests and honor awards and those 
which had reported the failure of such 
programs. Companies specializing in the 
planning and conducting of sales con- 
tests for clients were consulted. Third, a 
questionnaire was mailed to the 18,000 
members of the National Sales .Execu- 
tives, who represent approximately 8,000 
companies. Questionnaires were received 
from sales executives of 542 firms; of 
these, 95 did not use special incentives 
while 447 furnished considerable detail 
about their programs. For the purpose of 
this study, the sample is believed to be 
satisfactory but each reader can evaluate 
the results according to his own opinion 
about the sample. 

* This study was conducted in 1951-52 by the Na- 


tional Sales Executives, Inc., and the School of Busi- 
ness of Indiana University. 


SPECIAL INCENTIVES ARE EFFECTIVE 


The National Industrial Conference 
Board studied sales contests in 1937 and 
1946. Both surveys reported very favor- 
able results from sales contests. In 1952, 
over four-fifths of the sales executives fur- 
nishing information for this study re- 
ported substantial success with sales con- 
tests and honor awards. The success of 
special incentives was reasonably con- 
sistent throughout the sales field even 
though some variation may be noted in 
Table 1. Certainly, in each area, success 
with special incentives was clearly evi- 
dent. 

The limited number of studies which 
have been made do not provide any ade- 
quate sample to determine whai propor- 
tion of manufacturers or wholesalers or 
retailers use sales contests. Fragmentary 
evidence suggests, however, that no more 
than one-quarter of existing sales forces 
utilize this tool for motivation, and the 
proper figure may be as low as one-tenth. 


‘TRENDS IN SALES CONTESTS 


During the last five years, sales contest 
techniques have been improved and the 
new devices tested. The tabulations and 
comments indicate that several changes 
in procedure are important and tend to 
strengthen such programs. 

1. Purposes of sales contests. Increased 
sales volume is the basic goal of sales con- 
tests. Three weaknesses were observed, 
however, in contests tied directly to vol- 
ume: (a) customers were over-loaded with 
little increase in sales over a span of 
time; (b) unless quotas or individual 
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TABLE 1 


ATTITUDES ON SPECIAL INCENTIVES AS A METHOD FOR MOTIVATING SALESMEN 
TO DO A BETTER Jos, By PropuctT LINE 


Tctal Excellent Good Fair Poor Harmful No answer 

Product Line—Total 542 252 190 47 14 9 30 
Meats, dairy products & soft drinks 17 11 6 
Packaged and canned foods 19 4 12 3 
Other food products 13 11 1 1 
Beer, wines & liquors 9 1 7 1 
General line drugs 5 4 1 
Pharmaceuticals & ethical drugs + 2 2 
Other products sold in drug stores 8 3 3 1 1 
Clothing and foot wear 11 4 5 y 
Misc. nondurable consumer products 23 13 10 
Petroleum products 16 9 4 2 
Misc. durable consumer products 27 12 11 2 2 
Home appliances and radios 28 17 9 1 1 
Autos, trucks, and parts 20 10 6 2 1 1 
Advertising space and materials 14 4 6 4 
Business services 15 9 4 1 1 
Other services and intangibles 40 21 14 3 1 1 
Life insurance 27 19 + 3 1 
Other forms of insurance 18 14 4 
Office machines and equipment 20 11 7 1 1 
Office supplies and stationery 11 7 1 2 1 
Professional and store equipment 7 + 2 1 
Farm implements and supplies 11 5 6 
Lumber and other construction materials 16 2 8 4 1 1 
Paint, flat glass, and hardware 21 8 10 2 1 
Plumbing, heating, air conditioning 11 5 3 2 1 
Basic and fabricated raw materials 30 8 12 4 2 4 
Fabricated parts and products 3 1 1 1 
Paper and paper products 19 8 7 2 1 1 
Printing and book publishing 11 4 5 2 
General production machinery and equipment i1 1 2 2 2 3 1 
Controls, instruments and timing equipment 5 3 1 1 
Particular industry equipment and supplies 15 4 4 1 6 
Mill supplies and small tools 9 2 3 1 3 
Specialty industrial equipment and supplies 12 3 2 2 2 1 2 
Electrical equipment and products 7 5 2 
No data 9 3 5 1 


goals were absolutely fair, many salesmen 
did not actively compete after the first 
few days or weeks of the contest; (c) sales- 
men let down after the end of the contest. 
This may explain the trend towards sales 
contests that are indirectly related to vol- 
ume and have specific goals, such as num- 
ber of new outlets, window displays, 


counter displays, improved coverage, - 


larger size of individual order and num- 
ber of customers buying the full line. 
Table 2 sets forth the objectives of sales 
contests. Many respondents stated several 
objectives. 

2. Winners of sales contests. The jack- 
pot type of award was found to be effec- 


tive only when each participant believed 
that he had a chance to win the jackpot. 
For example, in a sales contest scheduled 
for three months, three-quarters of the 
men may feel at the end of a few weeks 
that the big award is beyond their reach. 
How can all salesmen be stimulated for 
the entire duration of the contest? The 
answer is to provide a prize for everyone. 
A number of companies reported that 
every participant in their sales contests 
won something. At least half of the con- 
testants won some prize in the case of 
sales contests run by 43 per cent of the 
reporting sales executives. One-third of 
the executives stated that their future 


‘ 
— —= = = - Fis, 
@ 
; 
i 
J 
4 
+ 
. 


™~ 
6 TT 97 4930 
AJOPUDAUT ue 
if IT T Z T PI] 40 mau 
9 Lt (4 eT if 19 
1 L 9 1 Le $}10daJ sajes 39+) 
if Z LZ 78 CO] duinjs sayes ;euosvas 
61 19 oF L ret MOU 
T or 07 T £ 9s Stl $I9UIOJSND JBULIOY 
wa 9 6 T 61 T¢ L9 
£ 62 ts £ or 18 6 Ltb 1210 
42410 4ajvaq ‘249 494nq 434049 4a4n} 1210. 
iS 9910495 KapunvyT 1014} quas py 
-Snpuy ajps 
NOILONN ANVdWOD Ad GAIAISSVTD ‘SLSALNOD SAIVS AO SAAILIALAO 
© Z 
~ 
— 


wer 

ed 
ot. 
led 
he 
ks 
ch. 
for 
he 
ne. 
lat 

5 
of 
he 
of 
ire 


A 
| 


158 


THE JOURNAL OF MARKETING 


contests would have an even higher pro- 
portion of winners. 

3. Sales contest prizes. Cash prizes have 
always been popular but, to enable every 
participant to win, merchandise prizes 
(particularly for the home) have risen 
substantially in usage. Four reasons for 
this development warrant special atten- 
tion: (a) merchandise can be bought at 
wholesale but given a retail value for 
contest prizes; (b) small expenditures, 
such as five dollars or ten dollars, strike 
the salesman as “peanuts” in terms of 
cash but as worthwhile in merchandise; 
(c) merchandise prizes are awarded as 
won and only when won whereas, in a 
jackpot type of cash award, there must be 
a winner regardless of the success of the 
contest; (d) the rise of specialized firms 
which assist in administering contests, 
handle inventory and warehousing prob- 
lems, and see that merchandise prizes are 
delivered promptly and in excellent 
shape. 

Since the merchandise prize pays off ac- 
cording to performance, total cost is diffi- 
cult to predict although exact cost is easy 
to estimate in terms of accomplishment, 
e.g., ome dollar per window display 
installed. Sales management appears will- 
ing to obligate itself to this type of vari- 
able cost; in fact, this kind of arrange- 
ment seems to have definite advantages 
over a contest which offers specific big 
prizes to a few without any guarantee of 
profitable results. 

To take care of the “‘star” salesmen and 
the competitive features of motivation, 


the funds available for prizes may be split - 


into two parts. The bulk of the money, 
often three-quarters or more, is set aside 
for merchandise prizes. The remainder 
is allocated to a few top prizes for inter- 
salesman competition. These large prizes 
are commonly money, although travel 
prizes have distinctly risen in popularity. 


(Money prizes of any size are subject to 
income tax while travel prizes, if a sales 
meeting is attended on the trip, appear 
to be tax exempt.) 

4. Honor awards. Honor awards stand- 
ing alone mean little because “salesmen 
can’t eat honor.”’ Once the effective sales- 
man has been rewarded adequately, 
whether by contest prizes, compensation 
or promotion, sales executives regularly 
reported that honor awards had favorable 
results. If used carefully and coupled 
with material recognition of accomplish- 
ment, an honor award system was regu- 
larly reported as a very effective force in 
motivating men. Possibly, an honor 
award system should be considered a 
very useful segment of the modern “prize 
package” which is today being perfected. 


MOTIVATING THE AVERAGE SALESMAN 


To evaluate the relative value of vari- 
ous types of incentives, a question was 
asked about motivating the average sales- 
man to do a better job than usual. Execu- 
tives were asked to eliminate eight of 
thirteen classifications of incentives and 
then to rate the remaining five. The tab- 
ulation shows that basic compensation 
is the primary motivator of salesmen. Of 
396 respondents, 243 listed basic compen- 
sation in first place to secure above nor- 
mal performance from the average sales- 
man. 

To compare the answers, a first place 
vote was given 5 points, a second place 
vote 4 points, a third place vote 3 points, 
a fourth place vote 2 points, and a fifth 
place vote 1 point. After totals were cal- 
culated by points, the 1,472 points re- 
ceived by basic compensation plans was 
considered par and worth a rating of 100. 
Bonus payments received 812 points, or 
55 per cent as many as basic compensa- 
tion plans, and the rating for bonus plans 
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TABLE 3 
EFFECTIVENESS OF INCENTIVES TO STIMULATE AVERAGE SALESMEN 
TO BETTER THEIR UsuAL PERFORMANCE! 
Ranking 
Total 1 2 3 4 5 Rating 


Total 


Your basic compensation plan (i.e., salary, commis- 
sion, salary and commissions, etc., whatever your 
plan is) 

Bonus payments 

Profit sharing plan 

“Fringe” benefits-retirement plans, hospitalization, 
group insurance, etc. 

Vacations with pay 

Scientific planning of quotas and territories to assure 
equal recognition for equal effort expended 

Sales contests 

Friendly, informal relations between salesmen and 
their immediate supervisors 

Suggestion systems 

Complaint procedures 

Honor awards and recognition (medals, pins, trophies, 
letters of commendation from high-ranking officials, 
etc.) 

Sales conventions 

Others 


222 49 97 42 19 15 55 
81 10 23 26 14 8 17 
103 0 11 21 33 38 14 
70 1 3 24 27 15 11 
172 17 42 39 49 25 34 
285 38 67 69 72 39 58 
231 18 62 56 45 50 44 
18 0 2 1 3 12 2 
9 0 0 1 2 6 1 
136 8 22 34 30 42 23 
115 6 13 30 28 38 18 
32 6 4 6 6 10 6 


1 Tabulations based on question worded “‘which of the following methods will do the most to stimulate 
your AVERAGE salesman to BETTER his usual or normal performance?” 


was thus 55. Similar ratings are shown for 
each classification in Table 3. 

Under this rating plan, sales contests 
rank second with a rating of 58. Bonus 
payments are third with a 55 rating; 
friendly informal relations with super- 
visors ranks fourth with a 44 rating; sci- 
entific and equitable quotas holds fifth 
place with a rating of 34; honor awards 
and recognition are sixth with a 29g rat- 
ing. The conclusions appear to be that 
sales contests and honor awards are im- 
portant stimulants to improve sales- 
men’s performance and that many sales 
managers are effectively using these tech- 
niques today. 


SUMMARY 


The conclusions about sales contests 
and honor awards presented here are not 
complete and, because of the nature of 
the sample, may be subject to criticism.” 
This study indicates, however, that well- 
administered sales contests and honor 
awards are quite regularly successful and 
that such programs are undergoing an 
evolution which promises more depend- 
able results in the future. 

? The complete tabulations of the mail survey was 


published by the National Sales Executives, Inc., 
during June 1953. 
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LTHOUGH a number of studies have 
A been published on the mortality 
rate among grocery retailers, little ma- 
terial has been made available on the 
turnover rate among grocery whole- 
salers.1 This article presents the results 
of a study of mortality rates among 
Seattle general-line grocery wholesalers 
for the period 1893-1951. 

This period covers the years during 
which local general-line grocery whole- 
salers have been of major importance in 
Seattle. Before 1893 the wholesale distri- 
bution of groceries in the Seattle market 
was performed mainly by general-mer- 
chandise wholesalers, semi-jobbers, and 
San Francisco and Portland merchants. 
Since 1893 local general-line grocery 
wholesalers, as a class, have accounted for 
the largest single portion of the business; 
however, in recent years their share has 
been declining as a result of the growth 
of corporate chains, retailer-owned coop- 
eratives, and direct selling manufac- 
turers. 

All of the firms studied would be classi- 
fied by the Bureau of the Census as gen- 
eral-line grocery wholesalers. Under this 
classification, however, the Census in- 
cludes retailer-owned cooperatives which 


are omitted here because of their verti- 


* This article is based on the writer’s doctoral 
dissertation recently completed at the University of 
Washington. 

1 Among the studies of retail mortality which con- 
tain material pertinent to the grocery field are: So- 
lon Ayers, A Study of Mortality of Retail Grocery 
Stores in Austin, Texas, from 1880 to 1932 (Reported 
in Problems of Small Business, Temporary National 
Economic Committee Monograph No. 17, Washing- 
ton: U. S. Government Printing Office, 1941); A. E. 
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cally-integrated nature.2 Comparison 
with Census data is further precluded by 
the fact this is a study of firms rather 
than establishments. If the establishment 
basis had been used, the number of units 
would have been much larger inasmuch 
as several firms have operated multiple 
establishments. The use of firms as the 
unit of investigation yields a lower num- 
ber of entrances and exits than the use of 
establishments. 


METHOD oF ANALYSIS 


The method used in gathering ma- 
terial for this mortality study was as fol- 
lows: The original data were obtained 
from the annual city directories of 


Boer, “Mortality Costs in Retail Trade,” JoURNAL OF 
MARKETING, Vol. II, No. 1, July, 1937, pp. 52-60; Paul 
D. Converse, Business Mortality of Illinois Retail 
Stores from 1925 to 1930, Bureau of Business Re- 
search Bulletin No. 41, Urbana, Illinois: University 
of Illinois Press, 1931; Russel L. Furst, “Relation- 
ships Between the Numbers of Chain and Individu- 
ally Owned Grocery Stores in Fort Wayne,” Univer- 
sity of Chicago Journal of Business, Vol. VII, No. 4, 
October, 1934, pp. 111-121; E. T. Hallas, Mortality 
of Retail Stores in Colorado, Business Study No. 82, 
Denver: University of Denver Press, 1936; and R. S. 
Vaile, Grocery Retailing, with Special Reference to 
the Effects of Competition, Studies in Economics and 
Business No. 1, Minneapolis: University of Minne- 
sota Press, 1932. 

No reported study has been devoted exclusively to 
mortality among wholesalers, but two have con- 
tained material on mortality among wholesale gro- 
cers. See Stanley A. Dennis, “When Will My Busi- 
ness Die?” System, Vol. XXXII, No. 4, October, 1917, 
pp. 107-109; and E. A. Heilman, Mortality of Busi- 
ness Firms in Minneapolis, St. Paul, and Duluth, 
1926-1930 (Minneapolis: The University of Minne- 
sota Press, 1933). 

* At the present time, only one retailer-owned co- 
operative is active in Seattle. At various times in 
the past there have been three others. 
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Seattle compiled and published by R. L. 
Polk and Company. The directory classi- 
fied sections for the years covered by this 
study yielded a nearly complete file of 
the firms which have been engaged in lo- 
cal grocery wholesaling. The names of 
all concerns listed under ‘“‘grocers-whole- 
sale’ in the 1892 directory were copied 
on separate cards, and each was inscribed 
with the year. The card of a firm which 
had appeared in the 1892 group was 
marked “1893,” if the same firm was 
listed in the 1893 directory. If the direc- 
tory for a succeeding year did not list a 
firm recorded in the immediately pre- 
ceding directory, the card was tempo- 
rarily filed as an exit. If two successive 
directories failed to list a previously re- 
corded firm, it was assumed that the firm 
had disappeared and the card was per- 
manently filed with the exits. Any new 
firms appearing for the first time were 
tabulated on separate cards and classified 
as entrances. This procedure was fol- 
lowed for each of the subsequent years. 
The final result constituted a record of 
the length of life for all grocery whole- 
salers listed during 1893-1951. 

The next step was a check on the ac- 
curacy of the tabulation which had been 
made from the city directories. The cards 
were compared with the available tele- 
phone books covering the same period in 
order to verify the years inscribed on 
each card and to detect possible omis- 
sions. Data on the cards were then 
checked against other historical informa- 
tion which had previously been gathered 
by the writer. A card was discarded if the 
firm involved was discovered not to have 
been a general-line grocery wholesaler. 
Similarly, a card was added for each firm 
not previously listed but found to have 
been engaged in general-line grocery 
wholesaling. In all cases the test used for 
the inclusion or omission of a firm was 


the writer’s evaluation as to which of the 
conflicting sources of information was 
the more trustworthy. 

Changes in location were not con- 
sidered as either exits or entrances since 
the primary purpose was to measure the 
longevity of firms rather than time 
changes in geographic location. Most pre- 
vious mortality studies have been con- 


cerned with establishments rather than 


firms.* When the establishment basis is 
used, location is an important factor, and 
should be considered.‘ Since a shift in 
location does not mean that a firm has 
gone out of business, however, such 
changes are irrelevant to this study. Mor- 
tality, as used here, means the disappear- 
ance of a firm which, in the case of a 
non-multiple operation, may also involve 
the closing of an establishment. When 
used in this special sense the term does 
not necessarily imply that the business 
failed, but it can probably be assumed 
that most exits were actually failures. 
The number of firms, entrances, exits, 
entrance rates, and mortality rates, by 
years, of general-line grocery wholesalers 
in Seattle, 1893-1951, is shown in Table 
1. The number of firms active at the be- 
ginning of each year was calculated by 
adding to the number at the beginning 
of the previous year the entrances during 
the year and subtracting the exits. The 
number of general-line grocery whole- 
salers in Seattle has fluctuated from a 
minimum of seven to a maximum of 
twenty-eight. Over the entire fifty-nine 
years, however, the total number of firms 
has not changed greatly as the 169 en- 
trances have been largely nullified by the 


*One study which traced the survival of firms 
rather than of establishments was that of E. A. 
Heilman, op. cit. 

*For a mortality study where the establishment 
basis was used and in which location was an im- 
portant consideration, see Henry A. Burd, “Mor- 
tality of Men’s Apparel Stores in Seattle, 1929-1939,” 
JOURNAL OF MARKETING, Vol. VI, No. 1, July, 1941. 
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TABLE 1 


SEATTLE GENERAL-LINE GROCERY WHOLESALERS NUMBER OF Firms, ENTRANCES, Exits, 
ENTRANCE RATES, AND MorTALITY RATEs, 1893- 1951 


Year Number of Firms Entrances Exits Entrance Rate Mortality Rate 
(No.) (No.) (No.) %) % 
1892 7 (%) 
1893 12 8 3 66.7 ° 42.9 
1894 14 4 2 28.6 16.7 
1895 13 1 2 7.7 14.3 
1896 9 1 5 11.1 38.5 
1897 10 2 1 20.0 11.1 
1898 14 5 1 35.7 10.0 
1899 12 0 2 0.0 14.3 
1900 13 3 2 23.1 16.7 
1901 14 3 2 21.4 15.4 
1902 15 6 5 40.0 35.7 
1903 13 3 5 23.1 33.3 
1904 12 3 4 25.0 30.8 
1905 11 2 3 18.2 25.0 
1906 11 2 2 18.2 18.2 
1907 11 2 2 18.2 18.2 
1908 12 1 0 8.3 0.0 
1909 13 2 1 15.4 8.3 
1910 19 6 0 31.6 0.0 
1911 20 3 2 15.0 10.5 
1912 19 3 4 15.8 20.0 
1913 17 0 2 0.0 10.5 
1914 18 2 1 11.1 5.9 
1915 21 5 2 23.8 11.1 
1916 21 3 3 14.3 14.3 
1917 20 4 5 20.0 23.8 
1918 20 3 3 15.0 15.0 
1919 28 10 2 35.7 10.0 
1920 20 5 13 20.0 46.5 
1921 19 2 3 10.5 15.0 
1922 17 3 5 17.7 26.3 
1923 16 2 3 12.5 13.7 
1924 19 6 3 31.6 18.8 
1925 20 4 3 20.0 15.8 
1926 25 5 0 20.0 0.0 
1927 23 3 5 13.0 20.0 
1928 21 4 6 19.1 26.1 
1929 17 2 6 11.8 28.6 
1930 18 1 0 5.6 0.0 
1931 20 4 2 20.0 11.1 
1932 18 3 5 16.7 25.0 
1933 16 0 2 0.0 11.1 
1934 14 1 3 7.1 18.8 
1935 16 2 0 12.5 0.0 
1936 16 3 3 18.8 18.8 
1937 15 2 3 13.3 18.8 
1938 14 3 4 21.4 26.7 
1939 15 2 1 13.3 ak 
1940 13 1 3 va 20.0 
1941 17 5 1 29.4 7.7 
1942 17 2 2 11.8 11.8 
1943 11 2 8 18.2 47.1 
1944 13 3 1 23.1 91 
1945 15 2 0 13.3 0.0 
1946 16 3 ' 2 18.8 13.3 
1947 19 3 0 15.8 0.0 
1948 18 1 2 5.6 10.5 
1949 18 1 1 5.6 5.6 
1950 16 1 3 6.3 16.7 
1951 15 1 2 6.7 12.5 
Source: Seattle city directories compiled and published by R. L. Polk and Company, Seattle city telephone directories, and 
laneous historical materials. 
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161 exits, a net gain of only eight firms. 
Nevertheless, entrances are recorded for 
all but three and exits for all but seven of 
the years. 

The entrance rate is the percentage of 
the number of entrances to the total firms 
operating during the given year.’ The 
mortality rate represents the number of 
withdrawals each year expressed as a per- 
centage of the total firms recorded for the 
previous year. For any given year the 
mortality rate and entrance rate may be 
measures of the state of business condi- 
tions and of various other adverse or 
favorable situations existing within the 
Seattle wholesale grocery trade structure. 
Similarly, for any given year the entrance 
rate is a measure of the relative attrac- 
tiveness of the field as well as the ease of 
entering it. The mortality rate may also 
be an indication of the comparative ap- 
peal of the field as gauged by the reac- 
tions of firms on whether to stay in busi- 
ness or withdraw from active operations. 

Entrance rates and mortality rates have 
tended to decline since both reached a 
rather high point during World War II, 
the former in 1941 and the latter in 1943. 
Although this may indicate a stabiliza- 
tion of the Seattle wholesale grocery mar- 
ket structure, it is more likely due to the 
competition vertically-integrated 
institutions which have marred the at- 
tractiveness of the field. 


INTERRELATION OF ENTRANCE RATES 
AND MorTALITY RATES 


The mortality rate is, at least in part, 
a function of the entrance rate. An in- 
crease in the entrance rate during a year 
has generally been followed by an in- 


*The method used for computation of both en- 
trance and mortality rates is that developed by E. D. 
McGarry. See his “The Mortality of Independent 
Grocery Stores in Buffalo and Pittsburgh, 1919- 
1941,” JOURNAL OF MARKETING, Vol. XII, No. 1, July, 
1947, Pp. 14-24. 


crease in the mortality rate a year or two 
later. Similarly, a decline in the mortality 
rate has usually preceded by one or two 
years an increase in the entrance rate. 
The mortality percentage provides a 
fairly good yardstick for measuring the 
degree of overcrowding present in the 
field.* For example, the strong demand 
and high prices for groceries existing in 
1919 saw ten entrances, but the next year 
thirteen exits were recorded indicating 
that the field was overcrowded at that 
time. An analogous situation occurred 
during World War II when five en- 
trances were registered in 1941, two in 
1942, and two in 1943. As evidence of 
overcrowding, two exits were recorded 
for 1942 and eight for 1943. In a com- 
petitive system overcrowding is a com- 
mon experience because of the many in- 
dividual estimates of the potential ag- 
gregate business, and the many optimistic 
assumptions as to the proportion of the 
total trade which each firm hopes to gain 
for itself.” 


LENGTH OF LIFE 


Table 2 shows the length of life of 
Seattle general-line grocery wholesalers 
for the years 1893-1951. During this 
period nearly 41 per cent of the new 
wholesale grocery firms in Seattle have 
lived for one year or less, while approxi- 
mately 19 per cent have survived beyond 
ten years. A study made of Poughkeepsie, 
New York, firms established between 


*It should be pointed out that there are many 
other causes of mortality including: (1) the consoli- 
dation of firms, (2) the death or retirement of prin- 
cipals of firms, (3) managerial inefficiency, (4) in- 
sufficient capital, (5) the general effects of down- 
swings in the business cycle, and (6) the inability to 
obtain merchandise in periods of scarcity. The latter 
cause was one of the main factors responsible for the 
high mortality percentage in 1943. 

* Problems of Small Business, Temporary National 
Economic Committee Monograph No. 17 (Washing- 
ton: U. S. Government Printing Office, 1941), p. 25. 


7 


a 
— 
y Rate i 
= 
4 
4 | 


164 


THE JOURNAL OF MARKETING 


1844 and 1926 revealed that 22.4 per cent 
of all wholesalers, including wholesale 
grocers, lived for a year or less while 25.1 
per cent continued for more than ten 
years.® Because of differences in the two 


TABLE 2 


SEATTLE GENERAL-LINE GROCERY WHOLESALERS 
LENGTH OF BuSsINEss LIFE, 1893-1951 


Total Number of Number Percentage 
Years in Existence of Firms of Total 

1 69 40.8 
2 22 13.0 
3 11 6.5 
4 8 4.7 
5 10 33 
6 8g 4.7 
7 + 2.4 
8 1 6 
9 4 2.4 
10 4 2.4 
il 6 3.6 
12 2 1.2 
13 1 6 
14 2 1.2 
15 1 6 
16 1 6 
17 2 1.2 
19 2 1.2 
22 1 6 
24 1 6 
26 1 6 
27 2 1.2 
32 1 6 
33 1 6 
35 1 6 
42 1 6 
49 1 6 
53 6 
Totals 169 100.2 


*This firm, Schwabacher Brothers and Company, 
was actually founded in 1869 and disappeared in 
1946; however, it was not converted to general-line 
grocery wholesaling until 1893. For this reason it is 
considered as having been in existence for 53 rather 
than 77 years. 

Source: See Table 1. 


studies it is difficult to make valid com- 
parisons, but at least part of the differ- 
ence between the Seattle and Poughkeep- 
sie experiences may be attributed to vari- 
ations in age and maturity of the two 
communities. 


*R. G. Hutchinson, A. R. Hutchinson, and Mabel 
Newcomer, “Studies in Business Mortality,” Ameri- 
can Economic Review, Vol. XXVIII, No. 3, Septem- 
ber, 1938, p. 501. 


Seattle general-line wholesale grocery 
firms have had an average length of life 
of 5.9 years. A mortality study made in 
1930 of Minneapolis, St. Paul, and Du- 
luth showed the average life span of 
wholesale grocers to be 7.5 years.® The 
two studies are not comparable, how- 
ever, since the Minnesota inquiry was 
made only of firms actually in existence 
in 1930 while the present study relates to 
all firms which have been engaged in 
Seattle general-line grocery wholesaling 
regardless of the period of existence. 


MorTALiry RATES AND WHOLESALE 
Foop PRIcEs 


Table 3 shows mortality rates for 
Seattle general-line grocery wholesalers 


TABLE 3 
MortTAtity RATES AMONG SEATTLE GENERAL-LINE 
GROCERY WHOLESALERS COMPARED WITH 
GENERAL TREND OF WHOLESALE Foop 
PRICES, FOR SELECTED PERIODs, 


1893-1951 
Mortality Rate 
Average 
Fer General Trend of Whcelesale 
Period Pericd Fcod Prices (See Ncte Belcw) 
1893-1896 28.1 Gradually Falling 
1897-1916 15.5 Gradually Rising 
1917-1919 16.3 Sharply Rising 
1920-1922 29.3 Sharply Falling 
1923-1929 18.1 Relatively Stable 
1930-1932 12.0 Sharply Falling 
1933-1940 15.2 Gradually Rising 
1941-1951 12.2 Sharply Rising 
Average for 
period— 
1893-1951 16.6 


Note: General trend of wholesale food prices is 
for the United States and corresponds with fluctua- 
tions in the Wholesale Food Index constructed by 
the Bureau of Labor Statistics of the United States 
Department of Labor. See Handbook cf Labor 
Statistics, 1950 Edition, Washington: U. S. Govern- 
ment Printing Office, 1951, p. 118; and Monthly 
Labor Review, Vol. 74, No. 6, June, 1952, p. 753. 

Source: Derived from Table 1. 


compared with the general trend of 
wholesale food prices in the United 


* Heilman, op. cit., pp. 11-12. 
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States for the period 1893-1951.2° Ac- 
cording to several executives, Seattle 
wholesale grocery prices have histori- 
cally fluctuated closely with changes in 
the general trend of wholesale food 
prices. Since grocery wholesalers deal in 
large quantities and operate on narrow 
gross margins, even a slight price change 
may cause the difference between success 
or failure. 


CONCLUSION 


A change in the entrance rate of Seattle 
general-line grocery wholesalers has ordi- 


® The time periods conform with those in Albert 
G. Hart, Money, Debt, and Economic Activity (New 
York: Prentice-Hall, Inc., 1948), pp. 267-269. 

The mortality rates shown in the table are 
averages for the various time periocs. 


narily been followed by a shift of the 
mortality rate in the same direction, and 
a change in wholesale food prices has 
usually been accompanied by an inverse 
fluctuation of the mortality percentage. 
It is likely, too, that the wholesale price 
level exerts some influence on the en- 
trance rate by causing the field to appear 


either more or less attractive to prospec- . 


tive entrants. Probably mortality rates, 
entrance rates, and wholesale food prices 
are all interrelated, and a sizable change 
in any one of them sets certain forces in 
motion which causes changes in the 
others. This last statement must be quali- 
fied, however, because the subject of 
wholesale mortality is still in its infancy 
and there are undoubtedly many other 
factors influencing the withdrawal from 
business of wholesale middlemen. 
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POSTAL RATES AND MARKETING RESEARCH 


NDER postal regulations, “Blank 
printed forms filled out in writing 
... are classified as first class mail. 
This classification works a hardship on 
those engaged in marketing research who 
frequently send completed question- 
naires through the mails in bulk. 

At the conclusion of the survey, the 
client may request the marketing re- 
search firm to send the questionnaires for 
its files. Or a marketing research director, 
who has conducted a mail survey, may 
wish to have the questionnaires tabulated 
by another organization. Certainly such 
a package, consisting of several hun- 
dred or thousand questionnaires, would 
hardly be thought of as “a letter.” It con- 
stitutes, rather, merchandise of the mar- 
keting research business. 

A manufacturer or wholesaler can send 
a parcel of goods weighing seventy 
pounds through the mails to an address 
in his city for $1.02, but the same weight 
of questionnaires going to the same desti- 
nation, must bear postage amounting to 
$33.60 at the present first class rate.? 

Let us now consider an analogous situ- 
ation. An author sends to his publisher 


a package consisting of the following: 


corrected proofs of his book, with notes 
in handwriting on the margins and in 
the copy, copy for several additional para- 
graphs to be inserted, and for one whole 
1Ch. III, Art. 8(b), U.S. Official Postal Guide, 
1951. 
?At the proposed new first class rate of 4¢ an 
ounce, the package would cost $44.80. 
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chapter which he decided to rewrite, and 
finally the whole of the original manu- 
script, which, since he wrote it by hand, 
weighs several times as much as the 
printed material. Under the postal regu- 
lation which requires a package consist- 
ing of two classes of mail to pay postage 
at the higher rate,* one would certainly 
expect that the package described would 
be chargeable at first class rates. How- 
ever, this is not so, it may travel through 
the mails as parcel post.* 

Tracing the origin of the special treat- 
ment accorded proof sheets, corrected 
proof sheets and manuscript copy accom- 
panying the same, we find that it was 
apparently first proposed by the Post- 
master General in 1862.° In his report 
dated December 1 of that year he made a 
number of suggestions relative to the 
classification of mail, one of which was 
that a special class be set up for printed 
matter, “. .. embracing manuscript 
copy and corrected proofs passing be- 
tween publishers and authors. . . .” 

In March, 1863, the 37th Congress en- 
acted a new comprehensive postal law 
which embodied most of the suggestions 

*“Matter of a higher class enclosed with matter 
of a lower class subjects the whole to the higher 
rate.” Ch. III, Art. 4, op. cit. 

*“, . . proof sheets, corrected proof sheets, and 
manuscript copy accompanying same...” are to 
constitute third class mail. g9 U.S.C. 235; when the 
above are over eight ounces, they constitute 4th class 
mail. 39 U.S.C. 240. 


°“Report of the Postmaster General,” 33 Con- 
gressional Globe, Part I, Appendix, p. 33, et seq- 
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of the Postmaster General. Specifically, 
book manuscrips and proof sheets were 
included along with printed matter in 
third class mail* and excluded from first 
class mail.” 

Since the record fails to disclose the 
reasons for this exception, we can only 
guess why the Postmaster General pro- 
posed it and Congress enacted it into the 
law. They might have felt that a package 
consisting of proofs and a manuscript did 
not constitute letter.” Secondly they 
may have recognized that these items 
constitute the “merchandise” of a print- 
er’s or publisher’s business. And finally, 
they probably desired to promote the 
printing of books and publications for 
the dissemination of knowledge. 

With respect to the package of ques- 
tionnaires, the first two reasons apply 
with equal logic. As to the public policy 
reason, it may well be argued that the 
collection of facts is as important as, and 
even prerequisite to, the dissemination 
of knowledge. Few would doubt or deny 
that marketing research has proved an 
important factor in determining the 
preferences of consumers, in improving 
the efficiency of distribution, and in 
those and many other ways, made a sub- 


*12 Stat. 705, Secs. 19 and go. 
"Id., Sec. 24. 


stantial contribution to the economy of 
the nation. 

The question arises whether a single 
questionnaire, in response to a mail sur- 
vey, let us say, could be interpreted as 
other than a letter. Under the public 
policy argument, it very well might be. 
However, if we were to concentrate on 
the stronger case of the package of ques- - 
tionnaires we are confronted with the 
determination of how many question- 
naires make a package. This could be de- 
cided on the basis of number, weight, or 
some combination of the two. Granted 
that arbitrary minima would be set, the 
rule might be that “Not fewer than ten 
questionnaires, all alike except for the 
filled-in (written or typed) portion, and 
weighing not less than eight ounces,” 
may be sent parcel post. 

The fact that a 33% per cent in- 
crease in first class postal rates is being 
considered makes it timely for marketers 
to take steps to correct the situation.® 


ARTHUR J. MoRGAN 


74 Varick Street 
New York 13,N.Y. 


* The question of whether the Postmaster General 
has the power to make such a change has been dis- 
cussed with a member of the legal department of 
the Postal Department. His opinion is that this 
change would require an act of Congress. 


COURT DECREE ON THE “CHEATER PROBLEM” 


HE writer has long been concerned 

about the “cheater problem’”—the 
problem of the interviewer who falsifies 
part or all of the answers to a question- 
naire that is supposed to transcribe the re- 
sponses of selected respondents.’ When 
cheating has occurred, a corollary prob- 
lem is whether or not a marketing re- 


*Lee Andrews, “The Interviewer Problem in Mar- 
ket Research,” JOURNAL OF MARKETING, April 1949. 


search firm should pay interviewers for 
work whose invalidity has been a prob- 
lem. The current custom is to do so. 
This note reports the experience of a 
firm that refused to pay for falsified in- 
terviews. A husband and wife team pro- 
duced work which passed the first spot 
validation, but which in tabulation was 
not in accord with the general pattern. 
Later investigation indicated that the 
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questionnaires had been filled out par- 
tially in the field with the balance filled 
out creatively by the interviewers. As a 
result, payment was stopped on the com- 
pensation check. The interviewer and his 
wife sued Andrews Surveys for their time 
and expenses. The case was heard by 
Hon. David L. Dugan, Justice, presiding 
in the case of J. G. (full name on request) 
Plaintiff vs. Lee Andrews Defendant, 
Index S. C. 359, Municipal Court, 
Borough of Queens, Fifth District on 
February 4, 1953. 

The case related to a part of the ques- 
tionnaire related to the respondent’s 
ability to connect various advertising 
appeals with competitive brands. Each 
appeal was typed on an index card. The 
respondent was to place these cards in 
pockets bearing the various brand labels. 
The average interview took at least 
twenty minutes. A telephone check re- 
vealed that in most cases respondents had 
not been shown the classification panel; 
that in some cases women respondents 
were reported as men; that in other cases 
interviews were made in two or three 
minutes on street corners; and that some 
interviews were made by others than J. G. 
and her husband. Affidavits, corroborat- 
ing their telephone remarks, were sent to 
these respondents with stamped enve- 
lopes. A number of these signed affidavits 
were presented to the court. 

“They started to check,” said Judge 
Dugan, “‘and found out that what you 
have guaranteed was an interview, really 
was not; and now you are seeking to re- 
cover money for something you didn’t do 
correctly. Isn’t that right?” 

In answer to the Judge, J. G. described 
the procedure and showed a copy of the 
questionnaire and the classification 
panel. 

It was apparent that the Judge has 
little background in market research. 
“You mean,” he asked, “that if you came 


to my house I'd have to take all these 
little cards and put them into the proper 
compartments?” and a little later “Did 
you ever get anybody to answer all these 
questions? What does the subject get out 
of all this?” 

When the writer was called to the 
stand she gave a brief explanation of the 
purpose and methods of field interview- 
ing in market research. This was fol- 
lowed by a description of this particular 
job. Description of the validation pro- 
cedure was followed by presentation of 
respondents’ affidavits. 

The Judge read these affidavits to the 
Plaintiff and then asked “What do you 
say about that?” J. G. responded: 

“When I and my husband went 
around with these cards, we found that 
the respondents would not take time out 
to shuffle the cards. . . .” 

The Judge interrupted: 

“You were supposed to shuffle the 
cards, I believe.” (he referred to the ques- 
tionnaire). “Yes, it says ‘Be sure cards 
have been shuffled.’ ” 

J. G. continued: “When you give the 
sorting form and cards to the respondents 
. . . | mean to take the shuffled cards 
and put them in the proper compatt- 
ments, their answer invariably would be 
‘I don’t know enough about (the prod- 
uct), or “This is silly’ or ‘I haven’t got the 
time.’”’ 

The Judge said: “You should have put 
that down instead.” 

After a discussion of two other mem- 
bers of her family who filled out ques- 
tionnaires which were signed by J. G. or 
her husband, J. G. continued: 

“I will explain what we did. Rather 
than let people handle it and feel that 
they were doing a lot of work, we asked 
some of the questions on the cards, and 
that is what we had them (the other mem- 
bers of the family) do when they went 
out. They didn’t need the board. We 
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thought we were getting the answers and 
that we were doing the right thing. . . .” 

The Judge interpreted this, question- 
ingly: 

“Instead of stating that they would 
not use the card system, you put in, ap- 
parently, that they thought certain 
things?” 

At this point there was an “off the 
record” admonition by the Judge on dis- 
honesty in field interviewing. He con- 
cluded (on the record) by saying: “One 
of the axioms in legal business is that 
you have to come in with clean hands 
yourself. In other words, when you sue 
somebody you should have performed 
your part of the contract honestly and 
truthfully and where you don’t do that, 
generally you cause more harm to people 
than you do good. Now if you go in and 
see a person, and he says ‘Well, shuffling 
cards is a lot of nonsense’ you should put 
that down. Then the people that send 
you out, know just what the attitudes of 
the people are in connection with the 
interview.” 

The Judge then decreed: “I will tell 
you what you should do. You are to write 


an individual letter, and your husband is 
to write an individual letter to Andrews 
Survey’s client. Mail these letters to Miss 
Andrews. When both of these letters are 
received by Miss Andrews, she will then 
send you and your husband a check for 
expenses only on this job. All right?” 
With the agreement of both Plaintiff 


and Defendant, the case was marked: 


“Settled as per stipulation.” 

In the course of time the letters of 
apology were received and the checks 
for expenses were sent to J. G. and her 
husband. 


* * * * 


The court stenographic records of this 
case are available for citation by firms 
who do not care to pay for invalid work. 
Concerted agreement to refrain from 
payment for invalid work might help to 
eliminate it. It would certainly be more 
effective in rooting out the evil than the 
common practice of “‘pay them and forget 
them.” 

LEE ANDREWS 


246 East 46th Street 
New York 17,N.Y. 


COMMENT ON “THE EFFECT OF INTENSIVE 
SALES TRAINING EXPERIENCE ON 
SALESMAN CANDIDATES” 


HE January 1953 issue carries an 
ate by Victor W. Eimicke on 
“The Effect of Intensive Sales Training 
Experience on Salesmen Candidates.” A 
study of this nature is a landmark in the 
field of selling where little research has 
been conducted. 

Two of the author’s conclusions are of 
particular interest and significance to 
sales managers in the selection and train- 
ing of salesmen. They are (1) A typical 
pattern of abilities and personality char- 


acteristics exists for successful salesmen. 
(2) There are no significant differences in 
the test scores of the sales candidates 
tested before and after a special training 
course. This indicates that the 450 hours 
of sales training had no effect on the 
abilities and personality characteristics, 
but it did have the desired effect on the 
candidate’s ability to conduct a practice 
sales interview. 

The second finding is within expecta- 
tion. The first finding, however, is star- 
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tling to those who have worked in the 
field of sales selection. If this article were 
presented as a matter of opinion, one 
would feel free to agree or disagree. As 
the article is based upon research it 
should be considered seriously. 

Because of their interest in the subject, 
the writers examined the thesis in the 
library at New York University. They 
did not find any evidence to support the 
first conclusion. A group referred to as 
“successful salesmen’’ consisted of 42 
men earning minimum salaries of $4,000 
to $5,000 per year. Their age and educa- 
tional attainments are given in the thesis, 
but no reference is made to the type of 
selling they are engaged in. If the 42 men 
were drawn from one sales force, all 
engaged in the same kind of selling and 
their test scores differed significantly 
from the general population, one might 
agree that for this particular sales force a 
“typical pattern of abilities and person- 


ality characteristics” exists. But that 
would not mean that other sales forces 
would find that pattern of test scores 
valid for their purposes. If the 42 men 
are drawn from different sales organiza- 
tions, then the numbers in any sales 
group would probably be too small to 
prove reliable from a statistical stand- 
point, hence the conclusion does not ap- 
pear to be warranted. 

The conclusion that the writers draw 
from Dr. Eimicke’s data is that the suc- 
cessful salesmen he used differed from 
the general population, not that a typical 
pattern of abilities and personality char- 
acteristics has been found to exist for 
successful salesmen. 


Haro C. 
New York University 


W. J. Crissy 
Queens College 


COMMENT ON MOVEMENT OF RETAIL TRADE 
IN IOWA 


HE JOURNAL OF MARKETING for Janu- 
p pen 1953, Carries an article by Robert 
B. Reynolds in which he refers to the 
Converse formula and says that the “for- 
mula did not hold for Iowa in 1935. 


Mr. Reynolds seems to be referring to 
the law of retail gravitation published by 
W. J. Reilly in 1929. In his article Reyn- 
olds did not explain his methods but 
from a later letter I learn that he used 
formula No. 2, which is a restatement of 
the original formulas which I published 
in 1935. This was not a new law as it is 
based on the original Reilly formula. 
This formula was stated to apply only to 
fashion (specialty) goods. Reynolds in- 
cluded only two of these: women’s coats 


and dresses and men’s suits or men’s 
shoes. In Reynolds’ tables a value of .50 
indicates that trade moved in exact ac- 
cordance with the law of retail gravita- 
tion. In 1935 the exponent was .44 for 
women’s coats and dresses and .45 for 
men’s suits. This is a close agreement as 
the law says ‘‘approximately.”” Moreover, 
Reilly pointed out numerous situations 


that may prevent the perfect working of 


the law. For 1949, the exponents were: 
women’s coats .51, and men’s good shoes 
.50. This, it seems to me shows that the 
formula predicted the movement of trade 
in fashion goods with a high degree of 
accuracy. 

A failure of the results of a survey to 
exactly agree with the predicted move- 
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ment of trade may be caused by errors in 
the survey or by trade not moving in ac- 
cordance with predictions. We can as- 
sume 100 per cent accuracy in figures ob- 
tained in a survey and so determine how 
closely trade moves in accordance with 
predictions; or we can assume that trade 
moves in exact accordance with predic- 
tion and so determine the accuracy of the 
survey. To test the accuracy of the for- 
mula we must assume that the survey is 
entirely accurate. We know that surveys 
are seldom entirely accurate. Reynolds 
says: “‘a definite upward trend from 1935 
to 1949 is noted. . . .” If my informa- 
tion is correct, his 1935 data were 
gathered as part of a WPA project. This 
suggests that the closer agreement of the 
1949 results with predicted movement 
was due to greater accuracy in the 1949 
survey. 

The movement of retail trade can be 
studied from secondary sources—princi- 
pally various Census reports, highway 
maps, and the formulas for movement of 
retail trade. I used this method for several 
years with the help of students in my re- 
search classes and applied it to trading 
centers in various parts of the United 
States including most of the primary 
trading centers in Iowa. The results were 
good. 

Based on these studies and on Reyn- 
olds’ figures I am certain that the law of 
retail gravitation applies with a high de- 
gree of accuracy in predicting the move- 
ment of retail trade in fashion goods in 
Iowa. 

I understand from Reynolds that his 
data relate to farmers and that he used 
formula No. 2 in determining the 
boundaries of the trade areas of the towns 
studied. He says in a subsequent letter: 
“I considered all points in the 19 sample 
counties where trading area boundaries 
crossed roads. . . .” A trade area bound- 
ary may cross a road where no one lives 
or where from one to four families live. 


In the territory studied, I think there are 
from two to a half dozen farm families 
per mile. It would be interesting to know 
just how he obtained enough families “in 
the vicinity of the breaking point” to give 
a satisfactory sample. 

In my experience, one of the greatest 
difficulties is in the selection of the com- 
peting towns. This often requires some 
study as well as judgement. Reynolds says 
in a letter: “In Montgomery county (s.w. 
Iowa), for instance, I considered several 
different boundaries. . . . For women’s 
clothing . .. Omaha-Red Oak, Red Oak- 
Atlantic, Red Oak-Villisca.”” Omaha has 
a population of 251,117 (with Coun- 
cil Bluffs, 296,546); Red Oak, 6526; Vil- 
lisca, 1838; Atlantic, 6480. In towns with 
the difference of population of Omaha 
and Red Oak, he would use the cube and 
not the square if he followed my sug- 
gested method (JOURNAL OF MARKETING, 
October, 1949). I do not know if he did 
so since he did not explain his method. I 
suggested that more study was needed to 
determine the proper powers to be used 
when towns of greatly different popula- 
tions were being studied as competitors. 
I wish that he had studied this in his 19 
counties. It would seem to me that the 
two towns primarily involved in the 
movement of retail trade of fashion 
goods in western and southwestern Iowa 
would be Des Moines and Omaha and 
that Villisca is a rather small town to do 
much business in fashion goods. 

A town has one trade area for fashion 
goods, another for convenience goods, 
another for service goods, and perhaps 
another for bulk goods. Reynolds in- 
cluded lumber and cement, and groceries 
in his 1935 study and farm machinery 
and groceries in his 1949 study. As his 
methods are not explained in his article, 
I will offer no comment on his results of 
trade movement of these commodities. 

P. D. CONVERSE 
University of Illinois 
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A REJOINDER 


HERE still seem to be several miscon- 

ceptions in Mr. Converse’s mind re- 
garding my paper, despite my attempts 
at explanation. I hope a majority of the 
readers was not similarly confused. 

In writing the paper my aim was to be 
as concise as possible, in order to exclude 
irrelevant material and to conserve space. 
Nevertheless, I thought sufficient space 
was devoted to an exposition of method— 
about 40 per cent of a total of four pages. 
I wonder whether Mr. Converse read this 
section (Analysis of the Data), inasmuch 
as he thrice states my methods were not 
explained in the article. This suspicion 
is further strengthened by the fact that he 
attributes my definition of a breaking 
point (“where trading area boundaries 
crossed roads’’) to a “subsequent letter,” 
whereas the same definition appeared on 
page 275 in the JouRNAL. Moreover, he 
says, “from a later letter I learn that he 
used formula No. 2.” Actually, the for- 
mula I tested was written out on page 274 
and again, in generalized form, on page 
275. I thought I had made it clear in the 
introductory section of my paper that I 
was not testing Reilly’s original 1929 
“Law,” but the derived formula pro- 
posed by H. M. Sweet and first published 
in 1935 by Converse.! Reilly? had previ- 
ously applied this formula in 1931, but 
did not write it out. In my paper I mis- 
takenly credited Converse with its deriva- 
tion. 

Mr. Converse believes “that the for- 
mula predicted the movement of trade 
in fashion goods with a high degree of 
accuracy.” At other points he _ uses 
the term “close agreement,” ‘“‘approxi- 
mately,” and “good” results. These ap- 

*P. D. Converse, The Elements of Marketing 
(New York: Prentice-Hall, Inc., 1935), p. 792. 


?7W. J. Reilly, The Law of Retail Gravitation 
(New York: William J. Reilly, 1931). 


parently are subjective impressions with 
no precisely defined meaning. Perhaps I 
should have been explicit in my paper as 
to what I meant by “significantly differ- 
ent.” This is standard statistical termi- 
nology denoting that, in random sam- 
pling from a normal population, one 
would expect to draw less than five 
samples in 100 with—in the case of 1935 
trade in men’s suits—bs as divergent as 
.45, if the Iowa state value were .50. My 
1935 sample was not random and the 
population probably not normal, but 
such tests of significance often are made 
anyway for purposes of comparison. 

There is a definite error on page 276 
of my paper which demands correction, 
however. This is the inadvertent state- 
ment that “‘in all probability Converse’s 
formula is confirmed for these commodi- 
ties in southwest Iowa in 1949.” In the 
statistical testing of hypotheses the ques- 
tion is not whether these hypotheses are 
to be “either confirmed or rejected,” but 
whether or not they are to be rejected. 
Therefore, we can never hope to verify 
any hypothesis short of taking a census of 
the entire population being studied. My 
statement, then, should be amended to 
read “should not be rejected” instead of 
“is confirmed.” 

Mr. Converse seems to believe that the 
formula should give good results for an 
individual breaking point or, at least, for 
“most of the primary trading centers in 


“Iowa.” My experience has been that, for 


individual breaking points, the value of 
b fluctuates wildly. It is only when data 
on a considerable number of breaking 
points are lumped together, as in my 
study, that any semblance of stability ap- 
pears—and even then b may settle on 
some value other than the theoretical .50. 
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Lésch,? in his studies of Iowa trading 
areas, found that the variation in the 
exponent of the distance ratio was “very 
much greater” than from 1.5 to 2.5, 
which, according to Reilly,* was the 
range of this exponent for individual 
breaking points in the “high-grade style 
goods” trade of the United States. This 
corresponds to a range in b of from .40 
to .67. I agree with Lésch that the varia- 
tion in Iowa, for all commodities studied, 
was much greater than this—for individ- 
ual breaking points. 

The fact that Reilly was dealing with 
the “high-grade style goods” trade in his 
study may be a reason for the discrepancy 
in our findings. These items evidently 
were not covered in the Iowa surveys, in- 
asmuch as Reilly apparently found them 
offered for sale only in the larger cities of 
the United States. Presumably this trade 
in southwest Iowa, for instance, would 
be divided between Des Moines and 
Omaha, as Mr. Converse suggests, but no 
such division in trade was found for any 
of the commodities actually studied. 

Contrary to Mr. Converse’s experi- 
ence, I should think that “the selection of 
the competing towns” would be a rela- 
tively easy task. In making a survey one 
would learn the competing towns auto- 
matically from the responses given to 
the appropriate questions. When these 
responses are mapped, the trading area 
configurations emerge, as in the Iowa 
surveys. In the case of predicting the lo- 
cation of trading area boundaries by 
formula, one would need to know which 
towns offered the commodity in question 
for sale, since all towns selling that item 
would have a trading area of some size 
for it. Mr. Converse must be speaking of 


* A. Lésch, Die riumliche Ordnung der Wirtschaft, 
2nd edition (Jena: Verlag von Gustav Fischer, 1944), 
P. 293. 

*Reilly, op. cit., p. 24 and p. 72. 


this latter case, if I have not misunder- 
stood him. 

He reveals a definite misunderstand- 
ing of my case, however, when he says 
that my “‘data relate to farmers” and that 
I “used formula No. 2 in determining 
the boundaries of the trade areas of the 
towns studied.” In reality I said that I 
tested only the open-country version of 
the “Law.” Undoubtedly most of the re- 
spondents were members of farm fam- 
ilies, but many of them probably were 
not. Moreover, I used no formula in de- 
termining any boundaries. The actual 
boundaries already were determined for 
me by the surveys. I merely took their 
data and computed values of b for differ- 
ent commodities. Then I compared the 
computed values with the theoretical 
value of .50, in order to determine 
whether the formula would not predict 
the “‘average location’”’ of many breaking 
points considered simultaneously. As I 
said before, it proved useless in predict- 
ing the location of individual breaking 
points for any of the commodities 
studied. This is in accordance with obser- 
vations made on many different phe- 
nomena, natural and social, where the 
behavior of an individual gas molecule or 
a human, for instance, is unpredictable, 
but where the behavior of large numbers 
of individuals may be highly predictable. 

In my paper I said I considered “every 
clear-cut breaking point in each of the 
19 counties.” If there were not enough re- 
spondents in the vicinity of the breaking 
point to determine its location, or if 
there was a considerable overlap between 
the trading areas, the breaking points 
manifestly were not clear-cut and, there- 
fore, not included in the sample. I hope 
this answers Mr. Converse’s question. 

In this connection, it also should be 

inted out that a trading area boundary 
was defined by a series of breaking points 
located where the boundary crossed 
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roads. It was possible, then, for several 
breaking points between the same pair 
of trading areas to be included in the 
sample. 

I believe Mr. Converse is in error when 
he states that “we can assume that trade 
moves in exact accordance with predic- 
tion and so determine the accuracy of the 
survey.” If this method of appraising 
survey validity were in general use where 
predictions are based on theoretical con- 
siderations, as in my study, many of our 
most carefully designed and executed 
surveys would be deemed highly invalid, 
only because of faulty theory. It may be 
true that, in part, “the closer agreement 
of the 1949 results with predicted move- 
ment was due to greater accuracy in the 
1949 survey,” but I should think that 
socio-economic factors, acting at different 
times and places, would carry more 
weight in explaining these differences. In 
any case, any “greater accuracy” enjoyed 
by the 1949 survey probably was not due 
so much to the agencies involved as it was 
to the different notions of proper survey 
technique prevailing in 1935 and 1949. 


I agree with Mr. Converse that more 
study is “needed to determine the proper 
powers to be used when towns of greatly 
different populations” are being studied 
as competitors. In my research I was able 
only to study the “powers to be used”’ for 
different commodities.’ Because of dis- 
proportionate sub-class frequencies, it 
would not have been feasible to employ 
more than one criterion of classification 
in my covariance analysis. Of course, 
there are many other criteria which 
should be investigated, but unfortu- 
nately I had time to study only that one I 
deemed most significant—commodity. 

Mr. Converse undoubtedly has per- 
formed a valuable service in bringing all 
these obscure points to light. Many of 
them were touched on in my paper, but 
perhaps not to the satisfaction of most of 
the readers. Needless to say, my answers 
are not final. 

RoseErT B. REYNOLDS 


University of Michigan 


5 These powers are the reciprocals of b. Thus, the 
square is the reciprocal of .50, the square root; and 
the cube is the reciprocal of .33, the cube root. 


MARKETING RESEARCH— 
MILESTONE OR MILLSTONE?—A REPLY 


N “Marketing Research—Milestone or 

Millstone?”’! Jeuck indicates, in my 

opinion, a misunderstanding of the place 
of research in marketing. 

Although repeatedly stating that he be- 
lieves marketing research has a place in 
the marketing system, Jeuck keeps trying 
to indicate that the place is back in some 
dark corner. It is obviously his opinion 
that marketing research is frequently a 
millstone and that most progress made by 


1 John E. Jeuck, “Marketing Research—Milestone 
or Millstone?”, THE JOURNAL OF MARKETING, XVII 


(April, 1953), pp- 381-387. 


marketing management is made against 
the advice of researchers. ‘““Top manage- 
ment must be able and willing to de- 
velop and exploit new opportunity often 
in the face of discouraging predictions 
from researchers and experts.’”? 


Lack oF EvIDENCE To SuPpPORT JEUCK’S 
POSITION 


Although Jeuck’s opinion is clear he 
furnishes little concrete evidence or logic 
to support it. The only specific situation 


* Ibid., p. 386. 
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he mentions is that of Sears Roebuck 
which he believes would not have been as 
successful had it had the usual informa- 
tion furnished by a marketing research 
department. This is a highly questionable 
assumption at best. To say that Sears 
would have been less likely to succeed in 
the presence of organized information 
about the problems facing it is like re- 
peating the old gag “You can’t fool me, 
I’m too ignorant.” Certainly he presents 
no evidence that Sears management had 
to forge ahead over the objections of re- 
searchers, nor does he show that the prog- 
ress of Sears was made in the complete 
absence of research. If Sears collected and 
analyzed data on population, income, re- 
tail sales, basic industries and the like 
before selecting the site for a retail store, 
is this not research? Most marketing stu- 
dents would consider as marketing re- 
search any systematic collection and anal- 
ysis of data for the purpose of solving a 
marketing problem. Thus, marketing 
research is more than consumer surveys, 
although Jeuck does not always appear to 
recognize this fact. 


BASIS FOR QUESTIONING RESEARCH 


Under the heading of “Basis for Ques- 
tioning Research” Jeuck cites “...a 
number of the most significant market- 
ing developments in the United States 
since 1850.’% It is his contention that 
marketing research had little or no part 
in the critical development of these prod- 
ucts and ideas. Therefore, he concludes 
that research is highly overrated. Such an 
argument overlooks a number of points. 
First, Jeuck again fails to present proof 
that research of one type or another was 
* Among these developments he includes packag- 
ing, branding, advertising, housing, construction, 
automobiles, radios, mechanical refrigeration, tele- 


vision, department stores, mail order houses, chain 
stores, supermarkets, and suburban shopping cen- 
ters. 


not used in the instances he cites. Take 
one of the more recent developments he 
mentions—the suburban shopping cen- 
ter. Contrary to his view, few phenomena 
in marketing have been studied as closely 
by researchers. Marshall Field and Co. 
for example, opened its first branch stores 
in Chicago surburbs in the 1920’s after 
research convinced it of the possibilities 
therein even though self-styled ‘“‘experts” 
called the move “Field’s Folly.”* After 
World War II Field’s spent several years 
in research before deciding to erect a new 
shopping center in Skokie, a northern 
Chicago suburb.® 

Secondly, even if Jeuck did show that 
successful products and ideas had been 
developed without the help of market- 
ing research, this would not prove that 
research is not useful. The automobile, 
for example, was enough of an improve- 
ment over the horse and buggy that the 
horse had little chance of survival in a 
competitive economy with or without re- 
search. On the other hand, it is likely 
that some of the early automobile com- 
panies would have been more successful 
in competing with other automobile 
manufacturers if they had had some mar- 
keting research. Certainly at a later date 
Ford would have maintained a stronger 
position if it had experimented with 
some variations in colors and models. A 
new invention may fill a customer need 
so well as to enable the producing com- 
pany to be successful despite serious 
errors in marketing. However, as compe- 
tition increases such errors become disas- 
trous.® 

‘Lawrence B. Sizer, Vice-President of Marshall 
Field and Co., speech before Chicago Chapter, Amer- 
ican Marketing Association, March 12, 1953. Field’s 
believes these branches were either the first or 
among the first branch stores of any importance. 

* Ibid. Although this project has been announced, 
it is still in the planning phase. According to ad- 
vance publicity it will be the largest such shopping 


center to be constructed to date. 
*“The history of product development has demon- 
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A third disagreement with Jeuck’s 
basis for questioning research lies in his 
failure to compare the products and insti- 
tutions that have succeeded without re- 
search (in his opinion) with those that 
have failed for lack of research. Of course 
it would be extremely difficult to obtain 
the information necessary to make an 
adequate comparison of this type. This 
does not mean that a few selected ex- 
amples should be substituted as conclu- 
sive evidence on either side of the argu- 
ment. 


RESEARCH HELps ExpLoir THE 
CHANCE” 


Jeuck’s chief complaint with market- 
ing research seems to be that it hasn’t de- 
veloped a divining rod that will point to 
the “big chance.”*? This argument arises 
from the fact that the “big chance” 
is a rare event. Marketing’s big job 
is moving large quantities of goods 
on a day-to-day basis. Most of the 
improvements in the methods by which 
this job is accomplished involve small 
changes and are quite unspectacular 
in nature. Many of these individu- 
ally small improvements are the result 
of research. Nevertheless, research also 
has a place in aiding companies to grasp 
the “big chance” when it comes along. 
An example from the drug field will illus- 
trate. Leading the current dramatic sales 
growth in ethical drugs are the anti- 
biotics.* There are large risks involved in 


strated time and again that some of the best engi- 
neered products made at some of the highest levels 
of manufacturing efficiency, have proven to be 
expensive commercial failures because of poor 
marketing practices.” Quoted in Stuart G. Water- 
house, “An Englishman Looks at American Market- 
ing and Distribution Policies,” THE JOURNAL OF 
MARKETING, XIII (January, 1948), p. 307. 

* Jeuck, op. cit., p. 386. 

* This discussion of antibiotics is taken from the 
Alderson and Sessions publication, Cost and Profit 
Outlook, VI (May, 1953). 


capitalizing on this development because 
big investments in equipment and re- 
search are “. . . likely to be increasingly 
necessary to place successful new prod- 
ucts in this field.”” There is also a con- 
siderable risk in not making these invest- 
ments since the company that chooses 
this course will face the prospect of a de- 
clining portion of drug sales. Here is a 
“big chance,” but the risks are great. A 
systematic analysis of the problem (re- 
search) enables the management of a 
drug company to weigh the alternatives 
more accurately than would be possible 
if general knowledge and “educated 
guesses” only were used. 

Research offers little help in develop- 
ing innovations in Jeuck’s opinion. He 
says there is no use in asking consumers 
for new ideas because consumers can talk 
meaningfully only about things they have 
experienced.? Few researchers would 
argue with the latter point. Ideas, new to 
management, however, are developed 
from consumer experiences by the use of 
research. After World War II one com- 
pany which had been manufacturing a 
control device used on military aircraft 
found a civilian market for the product 
through research among engineers and 
manufacturers of selected products.’ 
Many manufacturers of consumer prod- 
ucts have found new markets for their 
products by discovering the ways in 
which some consumers were using the 
product. Moreover, the experimental 
method of research is basically a method 
for testing innovations. Some market 


-factor is varied (an innovation) and the 


effects are recorded and analyzed. Evi- 
dence is thereby obtained which helps 
management decide how to exploit the 
innovation to the greatest advantage. 


® Ibid., p. 385. 
* Allan R. Wilson, “Qualitative Market Re- 
search,” Harvard Business Review, XXX (January- 


February, 1952) p. 75- 
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PLACE OF MARKETING RESEARCH 


Jeuck is a proponent of the “manage- 
ment is an art” school, and he believes 
that fortunes are made only with imagi- 
nation and administration, not with re- 
search. No one will question the need 
for imagination, but Jeuck overlooks the 
fact that imagination does not operate in 
a vacuum. The more facts that are avail- 
able, the more opportunities the imagi- 
native person will see. Thus, the place of 
research is not to replace management, 
but to aid it. 

Insofar as management is an art, results 
are unpredictable. Intuitive decisions 
based on incomplete or inaccurate facts 
may result in anything from great success 
to great failure. The latter are soon for- 
gotten—witness Ford vs. Tucker. It is the 
purpose of research to reduce the area 
in which management must operate as 


Ibid., p. 386. 


an artist. By doing this, research increases 
the predictability of results and hence 
increases the chance of success. Even with 
the aid of research, management will 
seldom, if ever, have complete informa- 
tion when faced with a decision, and, 
hence, must still exercise its art. More- 
over, since research is but one of the tools 
available to management, there is an art 
in allocating resources among such alter- 
natives as more research, more advertis- 
ing, more salesmen and more training, 
and in making the most efficient use of 
each. 

More and more companies are turning 
to research to help them reduce the risk 
inherent in the art of management. 
Nothing presented by Jeuck would indi- 
cate that they should do otherwise. 


RALPH WESTFALL 


Northwestern University 


WHICH CITIES CAN SUPPORT AIRLINE SERVICE? 


URING the past year a research group 
D at the University of Minnesota 
studied the state’s aviation industry.* 
Among the questions involved in the 
study was that concerning a city’s ability 
to support airline service. The question- 
naire method used before in some in- 
stances, was not economically feasible 
due to the number of cities under con- 
sideration. 

A simple technique borrowed from 
the Civil Aeronautics Administration 
was used in lieu of the expensive survey 
method. Briefly, the technique is as 
follows. On the basis of the relationship 
which exists between per capita whole- 
sale sales and the percentage of persons 


*Roland S. Vaile, Chairman, Arthur M. Borak, 
Waite D. Durfee, Edmund A. Nightingale, and 
Robert J. Holloway. 


employed in mining and manufacturing, 
the cities were classified into four main 
groups. These were: (1) marketing cen- 
ters, high in wholesale sales and low in 
mining and manufacturing, (2) indus- 
trial centers, the opposite of marketing 
centers, (3) balanced cities, about average 
in both trade and industry, and (4) in- 
stitutional cities, below average in both 
trade and industry, with a population 
supported heavily by secondary eco- 
nomic activities such as recreation or 
medical services. Institutionals ranking 
high in sales are classified as trade institu- 
tionals. 

Each of these economic character 
groups represents different types of 
potentials for airline service. Marketing 
centers, with higher purchasing power 
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and a greater distance from other cities, 
have a much higher potential than in- 
dustrial cities. In 1950, marketing centers 
did about three or four times as well in 
per capita air passenger generation as 
industrial cities. Institutionals generate 
considerable air traffic, though less than 
marketing centers as a rule. Balanced 
cities generate average amounts of traffic. 

Figure 1 shows the results of the 


C.A.A. method applied to Minnesota 


_ cities. These data, combined with other 


readily available information, gave the 
research group a good idea of the cities 
which could support airline service. Pop- 
ulation, proximity to other air fields, and 
many other factors were weighed along 
with the C.A.A. results. 
RoseErT J. HOLLOWAY 

University of Minnesota 


F 
MONTEVIDEO | 
e MANKATO 
ia 
4 
! 
a 
i 
: 
| 
' 
“af 


Research in Marketing 


DAVID A. REVZAN, Editor 


Editorial Staff: Seymour Banks, Leo Burnett Company, Inc.; RoBerT BARTELS, Ohio State 
University; Epna Douctas, Iowa State College; Rosert J. HoLLoway, University of Minne- 
sota; CHARLES H. Sevin, National Production Authority. Initials of staff members, in brack- 
ets following subject headings, identify the reviewers of the individual items. 


Research completed and in progress is classi- 
fied in this section under the list of general head- 
ings given below. Individual items are desig- 
nated by the number of the general class into 
which they fall and, also, by a serial number 
within the class. 

Readers interested in securing copies of the 
publications mentioned in the following pages 
should address their requests to the respective 
publishers—THE JOURNAL does not have copies 
for sale or distribution. 

Members of the American Marketing Associ- 
ation who are engaged in significant pieces of 
marketing research are urged to submit items to 
the Editor of this section. 


OF GENERAL HEADINGS 


. Advertising 

. Selling—Personal 

. Industrial Marketing 

. Marketing Farm Products 

. Marketing Minerals 

. Marketing Services 

. Producers’ Marketing of Consumer Goods 
. Product Analysis 

g- Consumer Studies 

10. Cost of Marketing 

11. Foreign Trade 

12. Cooperative Marketing 

13. Credit—Mercantile and Retail 
14. Retailing 

15. Transportation 

16. Warehousing 

17. Wholesaling 

18. Federal, State, Local Regulation 
19. Taxation 

20. Marketing Theory 

21. Prices and Price Policies 

22. General Market Statistics 

23. Market Area Studies 

24. Research Technique 


OO 


25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 Believability in Ads and Use Go Together. 
Richard D. Crisp, Printers’ Ink, May 22, 
1953» PP- 37°38: [8-8] 

Crisp parallels Politz in his recent comment on 
the feed-back between use and belief in the prod- 
uct’s advertising (unless, of course, the buyer has 
been stung). 

Crisp’s research indicates that in any research 
dealing with several brands, the best-selling 
brands will have more people accepting their 
ads as believable than is the case for the less-used 
brand. This comes about almost automatically 
because the sample will contain more users of 
the best-selling brands. In a study of an ad, it 
was found that 97 per cent of those presently 
using the brand advertised rated the ad as prob- 
ably true. Among those who had not used nor 
heard of the product, only 57 per cent thought 
the ad probably true. 

Therefore, Crisp suggests comparison of be- 
lievability scores for ads only when product-ex- 
perience is held constant—either among current 
users exclusively or among never-users exclu- 
sively, mixtures are likely to yield confusing re- 
sults. 


1.2 Magazines for Advertising. Magazine Adver- 
tising Bureau. (New York 16: 1953). 92 
pp- Free. [R.J.H.] 


The size, markets, and results of magazine ad- 
vertising are presented in this report. The num- 
ber of copies (A.B.C.) per one hundred popula- 
tion has grown from 18.1 in 1914 to 102.6 in the 
first six months of 1952. Single-copy sales are cur- 
rently being made in 108,000 retail outlets. One 
interesting chart for the period 1920-1952 shows 
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the number of passenger cars, magazines, movie 
attendance, radio sets, newspapers, and televi- 
sion sets per 100 persons. 


1.3 What Psychology Offers to Advertising. 
Howard D. Hadley, Advertising Agency, 
April, 1953. [s.B.] 

Under this rather perennial title, Dr. Hadley 
suggests that the new non-directive approach of 
clinical psychology will be effective in advertis- 
ing. In non-directive (sometimes called client- 
centered) therapy, the therapist does not tell the 
patient what is wrong with him nor recommend 
treatment. Instead, the therapist creates a per- 
missive situation, one that allows the patient to 
shed his defenses and come to understand his 
problems. 

Hadley’s main point is that people earnestly 
want to believe advertising, but they are afraid 
to. This fear comes out of the possible frustra- 
tion they may suffer when the product fails to 
live up to expectations. To avoid this difficulty, 
Hadley recommends non-directive or inferred 
appeals. This type of advertisement would allow 
the reader to infer the appeals from a layout and 
copy which merely associates the product with 
very acceptable things, persons or events. 

One interesting item in Hadley’s article is his 
statement that only friendly, sincere and under- 
standing copywriters can use the non-directive 
approach. This obviously develops advertising 
into a projective test of the personality of copy- 
writers. 

To this writer at least, Hadley shows a shock- 
ing disregard for public policy when he states 
that, when inferred appeals are used for a prod- 
uct which fails to live up to the consumer’s ex- 
pectations, the consumer is less apt to complain 
because of lack of specific promises in the adver- 
tising. 


1.4 Research Should Not Scoff at the Adver- 
tiser’s Hunches. Alfred Politz, Advertising 
Agency and Advertising & Selling, May, 
1953, p- 62 ff. [s.B.] 


Politz’ little essay is concerned with that dif- 
ficult area of planning research, with the formu- 
lation of research hypotheses. He points out that 
it is the characteristic of the pioneer in science 
to start with dreams, with hunches, with guesses, 
with formless ideas. However, Politz warns that 
the scientist applies the disciplinary viewpoint 
of the analyst to the hunches and to the wild 
imagination. 

In his discussion, Politz makes two points of 


interest. As he sees it, the problem of motivation 
research is not just to find motives on the part of 
the consumer, but to find those motives which 
are controllable and likely to influence a pur- 
chase. These motives have to be seen as a part of 
an overall system which deals with practical, as 
well as with psychological conditions. 

He also takes a swipe at the belief that adver- 
tising effect can be measured by the number of 
buyers of a product found among those who see 
that product’s advertisements. There is a positive 
feed-back mechanism at work; people are most 
interested in the products they own and use. 
This positive feed-back is not a devaluation of 
advertising; however, it does mean that simple 
measuring devices (which assume one-way rela- 
tionships) won’t work. 

1.5 Progress Report on Newspapers. Tide, 

April 25, 1953- 

Newspaper Advertising Today. Printers’ 

Ink, April 17, 1953. [S-B.] 


These two articles on newspapers as an adver- 
tising medium were timed to coincide with the 
April, 1953, convention of the American Pub- 
lishers Association. 

The Tide article concentrates largely upon a 
discussion on the factors affecting newspapers’ 
present share of advertising appropriations. 
Newspapers’ impressive share of national adver- 
tising has enabled them to resist the squeeze of 
expenses which have risen more than revenues 
for the past five years. For this performance, the 
medium has the Bureau of Advertising and oth- 
ers of their trade associations to thank. 

Possibly, newspapers’ biggest hopes rest upon 
the rapid spread of run-of-paper color advertis- 
ing. The Milwaukee Journal has developed a 
color service for newspapers which, it is claimed, 
will reduce the cost of color to very nearly the 
cost of black and white reproduction. 

Printers’ Ink presents a series of short essays 
on a variety of topics including use of newspaper 
advertising by national advertisers, their re- 
gional sales offices and distributors. This section 
includes two collections of case histories, one 
dealing with successful newspaper campaigns 
and the other dealing with techniques of obtain- 
ing dealer support and tie-ins for national ads 
in newspapers. 


1.6 Advertising Copy—Hit or Miss? Langley 
Carleton Keyes, Harvard Business Re- 
view, May-June, 1953. [E.D.] 


This is a discussion by an advertising execu- 
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tive of the historical development of advertising 
copy since 1920 and of the problem of better 
copy- On the basis of a study of 71 “great” adver- 
tisements (as selected by advertising men), he 
formulates three criteria for prejudging copy 
and thereby screening out in advance advertise- 
ments which are less likely to be successful. Char- 
acteristics of the successful advertisements are: 
(1) concentration on a chief product advantage; 
(2) use of a “power” idea; and (3) average read- 
ing level of the seventh grade. 


3. INDUSTRIAL MARKETING 


3.1 Investment Programs and Sales Expecta- 
tions in 1953. Lawrence Bridge and Vito 
Natrella, Survey of Current Business, 
April, 1953. [E-D.] 

On the basis of reports submitted in February 
and March in the annual survey of plant and 
equipment expenditures and sales expectations 
by the United States Department of Commerce 
and the Securities Exchange Commission, it is 
estimated that purchases of new plant and equip- 
ment will total $2* billion in 1953, which is 2 
per cent and 6 per cent, respectively, above 1952 
and 1951. Most of the expected increase in dollar 
expenditures over the two preceding years is ac- 
counted for by price increases. Public utilities 
plan the largest expansion in capital expendi- 
tures—14 per cent above 1952. Mining companies 
plan an increase of 3 per cent; manufacturers, 
nonrail transport companies, and commercial 
companies, no increase; and railroads, a 7 per 
cent decrease. 

Nearly all industries expect sales volume in 
1953 to be greater than in 1952. Expected per- 
centage increases are: manufacturing, 7 per cent 
(durable goods, 11 per cent; nondurable goods, 
4 per cent); mining, 4 per cent; nonrail trans- 
port, 5 per cent; and public utilities, 11 per cent. 
The larger firms generally anticipated the 
greater relative gain, although all sizes of firms 
expected to continue capital expenditures in 
1953 at their high 1952 rates. 


4. MARKETING OF FARM PRODUCTS 


4.1 The Mixed-Feeds Industry. (Washington: 
Bureau of Agricultural Economics, De- 
partment of Agriculture, Marketing Re- 
search Report No. 38, May, 1953.) [C.H.S.] 


_ This report deals with the rapid growth dur- 
ing recent years of the mixed-feeds industry. 


Part of a larger study of marketing costs and ef- 
ficiency in the industry, it is based on published 
literature—primarily for 1947 and earlier—and 
was conducted under authority of the Agricul- 
tural Marketing Act of 1946. 

The report notes that between 1939 and 1947 
the number of feed-mixing plants in the United 
States almost doubled, the number of employees 
per plant increased about 18 per cent, and that 
the industry’s 2 billion dollars’ worth of sales in 
1947 made it one of the nation’s largest. 

Geographic importance of the industry is 
charted, number and size of establishments 
noted, and types and composition of mixed 
feeds produced listed. Heed is given the season- 
ality of commercial mixing, and the purchase 
and storage policies for ingredients. The report 
concludes with a breakdown of operating costs. 

Single copies of this report may be obtained 
free of charge from the Office of Information, 
Department of Agriculture, Washington 25, 
D. C. Additional copies may be obtained at 10 
cents apiece from the Government Printing Of- 
fice, Washington, D. C. 


4.2 Prepackaged Produce: A New Challenge to 
Many Businesses. Tide, June 6, 1953, pp- 
49-51. [S.B.] 

Produce long stood as the last obstacle in com- 
plete self-service supermarket. Now produce is 
coming out of the cracker barrel stage—the 
Supermarket Institute figures 50 per cent of its 
members do some prepackaging of fresh fruits 
and vegetables. 

The real beginning of modern prepackaging 
was the Columbus experiment in the early 40's 
by the combination of A & P and Ohio State 
University and other industrial firms. The find- 
ings were startling: sales shot up without promo- 
tion, throw-outs dropped markedly. 

Since then, prepackaged produce has boomed, 
from 3 billion pounds in 1950 to a 1953 esti- 
mated volume of 7 billion. The marketing direc- 
tor of A & P’s procurement subsidiary says flatly 
that “in 10 years, 75 per cent of all fresh fruits 
and vegetables will be bagged, boxed and trayed 
or overwrapped!” 

Produce prepackaging saves labor costs at 
point of sales, shipping costs because of trimming 
of inedible portions and perishable products be- 
cause air shipments are now economically fea- 
sible. In 1950, according to the Dept. of Agri- 
culture, prepackaging saved 167 million pounds 
of fresh produce and 17 million man hours. 

At the retail level, prepackaging pays off. A 
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du Pont survey found that although the average 
shopper spends 24 per cent less time in a self- 
service produce department than in a service 
one, she actually buys 16 per cent more produce. 
A & P has reported a 24 per cent reduction in 
store damage of produce in a test between bulk 
handling and prepackaging. 

So far the competitive situation is not much 
different than in unbranded bulk produce. No 
important brand names have yet emerged and 
there is little trade advertising and no consumer 
campaigns (du Pont is doing primary demand 
advertising). 


8. PRODUCT ANALYSIS 


8.1 The Elasticity of Substitution of Gas with 
Respect to Other Fuels in the United 
States. J. B. Vermetten and Joh. Plan- 
tinga, The Review of Economics and Sta- 
tistics, May, 1953. [E-D.] 


On the basis of cross-section analysis of data 
on fuel consumption from the 1947 Census of 
Manufacturers, it is concluded that the long-run 
elasticity of substitution of gas with respect to 
other fuels ranges from elastic to very elastic 
(range: —1.09 to —4.99). Substitution elasticities 
tended to be highest in industries using less en- 
ergy. They were low where production processes 
necessitated the use of a particular type of fuel. 
Coefficients of correlation indicate that elasticity 
coefficients are reliable. 


8.2 How To Sell Without Salesmen. Business 
Week, April 18, 1953, p. 142-3. [S.B.] 


General Electric is promulgating a new con- 
cept—selling isn’t merely something which fol- 
lows the functions of design and manufacturing. 
Selling is built into the product from the begin- 
ning, not added on after the product is manufac- 
tured. The heart of the concept is product plan- 
ning. 

Product planning rests upon four factors: 
market research; line simplification; standardi- 
zation of component parts; and pricing. Market 


ultimate customers want, not what the retailer 
thinks they want. GE has simplified lines drasti- 
cally—they have only one vacuum cleaner model; 
they cut their line of hand-irons from 23 stand- 
ard models down to 4. 

Closely allied to simplification is manufactur- 
ing standardization. When component parts are 
made interchangeable, manufacturing costs are 
cut sharply, leading to lower prices. GE tries to 


research tests designs to determine what the - 


follow a long-range policy of steadily lowered 
prices. For example, they entered the refrigera- 
tor field in 1927 and 10 years later, year-by-year 
price cuts had lowered the unit price 43 per 
cent. This long-range pricing policy is tied 
closely into the rest of the product planning con- 
cept—with a full set of budgets for a variety of 
price levels. 


9. CONSUMER STUDIES 


9.1 Buyer Preference for Cranberry Packaging 
in Boston and Topeka. (Washington: Bu- 
reau of Agricultural Economics and Farm 
Credit Administration, Department of 
Agriculture, Marketing Research Report 


No. 34, May 1953.) [C.H.S.] 


During the last few years prepackaging of 
cranberries has grown to the point where about 
95 per cent of the fresh cranberries are sold in 
1-pound containers. Total volume sold fresh this 
year will amount to approximately 400 million 
pounds with an f.o.b. value of almost 9 million 
dollars. 

The study on which this report is based was 
made to find out whether consumers prefer to 
buy cranberries in 1-pound cellophane bags or 
1-pound boxes with windows. It was limited to 
six supermarkets in two cities (Boston and To- 
peka) and to 16 days ending on the Tuesday be- 
fore Thanksgiving in 1952. The cost of packing 
a case of twenty-four 1-pound cardboard boxes 
is about 15 cents more than for a case of cello- 
phane bags. The industry quoted both con- 
tainers at the same f.o.b. price in the 1952-53 
season and consequently the retail price was the 
same. 

The study found that consumers, free to 
choose either type of package, bought . 0 
phane bags to every window-box. Of the 1,758 
customers interviewed, 7 out of 10 said they 
planned to buy cranberries before they came into 
the store. Only 3 out of 10 said they bought on 
impulse after seeing them. Of those who said 
they planned to buy cranberries before they 
came into the store, 7 out of 10 bought them in 
bags. So did 7 out of 10 who bought them on im- 
pulse. 

Of the consumers who bought boxes, only 7 
per cent said they would have waited or looked 
in another store if the boxes had not been avail- 
able. Of those who bought bags, only g per cent 
said they would have waited or looked in another 
store if the bags had not been available. More 
than half the consumers who bought bags said 
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it was because they could see the cranberries 
better. More than half the consumers who bought 
boxes said it was because boxes gave more protec- 
tion to the cranberries. 

This study was financed with funds provided 
in part by the Agricultural Marketing Act of 
1946, and Farm Credit Administration regular 
funds. Single copies of this report may be ob- 
tained free of charge from the Office of Informa- 
tion, Department of Agriculture, Washington 
25, D. C. Additional copies may be obtained at 
15 cents apiece from the Government Printing 
Office, Washington, D. C. 


9.2 The Impact of Visitor Dollars in Hawaii. 
Hawaii Visitors Bureau. (Honolulu: 


1953): 47 PP- [R.J-H-] 

In 1951, visitors to Hawaii spent directly $28,- 
980,000. This figure is exclusive of airline or 
steamer fare and amounts spent by carrier crews 
and servicemen. Of this amount, 38.8 per cent 
was spent for food and beverages. According to 
the study, 40 per cent of the visitor dollars go 
back to the mainland for more goods and federal 
taxes. The remaining 60 per cent is re-spent in 
Hawaii several times with 60 per cent remaining 
in Hawaii each time until approximately $72 
million of local business has developed from the 
original $29 million spent by visitors. 


9.3 Non-Linear Estimates of the Engel Curves. 
S. J. Prais, The Review of Economic 
Studies, Vol. XX, No. 52, 1952-53. [E-D.] 


Attempts to take into account curvature in 
the mathematical statement of the Engel curve 
have been made by Kneeland, Working, and 
Nicholson. This paper considers the problem, 
using Dutch and British budget data in its em- 
pirical approach. 

The general character of the Engel curve is 
described in terms of the variables (income and 
quantity purchased), discontinuities in the re- 
lationships, elasticity, and satiety levels. A con- 
sideration of technical criteria for the curve leads 
to the abandonment of Nicholson’s adding-up 
criteria. 

Variations in household size would be ex- 
pected to affect consumption. Two hypotheses 
are suggested: (1) “consumption per person de- 
pends only on income per person” (the homoge- 
neity hypothesis); and (2) there exist “economies 
of scale” in large households. The curves of con- 
sumption of luxuries and necessities (defined, 
first, in terms of income elasticity and, later, in 


terms of the effect of household size on its con- 
sumption) differ according to household size. 

Five regression equations are used to show 
income-expenditure relationships. It is con- 
cluded that: (1) “the sensitivity of computed 
elasticities at different income levels to changes 
in regression form is sufficiently marked to re- 
quire a definite choice between the alternative 
regressions”; (2) “of the regression forms studied 
the semi-logarithmic transformation always gave 
a correlation coefficient which was slightly 
higher than the others . . .”; and (3) the homo- 
geneity hypothesis appears to be a satisfactory 
way of taking into account differences in house- 
hold size. The special problem of substitution 
and its effect on the equation is also considered. 

Algebraic and graphic findings are given for 
food consumption, showing both expenditure 
and quantity Engel curves. 


9.4 Population Growth and Markets. L. Jay At- 
kinson, Survey of Current Business, April, 
1953. [E.D.] 

During the period, 1945-1952, population 
growth averaged 1.5 per cent per year, double 
the rate in the thirties. Household formation in- 
creased at a more rapid rate than population. 
However, the marriage rate is now at its 1939 
level and is not likely to increase before 1960, 
although birth rates have remained near the 
postwar high. The influences which have deter- 
mined these trends are examined. 

Certain of these changes and their effect on 
the market are: (1) an increase in the number of 
small children has increased their total consump- 
tion; (2) an increase in the number of new 
households has increased the volume of residen- 
tial construction; (3) changes in family size and 
composition have increased the need for public 
school facilities; and (4) geographic shifts of pop- 
ulation have increased the investment in com- 
munity facilities. 

Census Bureau projections indicate only a 
moderate decline in the rate of population 
growth in the next several years but a greater 
decline in the number of new households. 


9.5 Products Sold by Food Stores. (Topeka, 
Kansas: Capper Publications, Inc., 1953.) 


92 pp. Free. [R.J.H.] 


This report is one of a series dealing with 
brand preferences for food products. As illustra- 
tive of the items checked, margarine was pur- 
chased by 49.5 per cent of the reporting 1,466 
subscribers. 
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9.6 The Top 5%: Their Share of U. S. Income 
Has Shrunk. Business Week, May 16, 
1953, Pp- 56-58. [s.B.] 

This article is a summary of a new study by 
Simon Kuznets of the top 5 per cent of the popu- 
lation who gets the most income—Shares of Up- 
per Income Groups and Savings (National Bu- 
reau of Economic Research). 

Starting in the late 20's, the share of U. S. in- 
come going to the top groups has altered dras- 
tically. Between 1939 and 1948, the share of an- 
nual income after taxes going to the top 5 per 
cent of the population dropped from 22.7 per 
cent of the total to 15.1 per cent—a drop of one- 
third. The top 1 per cent saw a relatively greater 
drop; from 10.9 per cent of all income in 1939 
to 6.3 per cent in 1948, a drop of more than two- 
fifths. 

In 1948, a family of three with a collective in- 
come of $6,963 qualified for the top 5 per cent. 
It took a bit more doing to get into the top 1 per 
cent—$16,548 for a family of three. That mini- 
mum is misleading because incomes rise very 
fast at the top of the scale, the average in the top 
1 per cent for a family of three was $34,689. 

Of interest to marketing people are the sharp 
differences between the top 5 per cent and the 
balance of the population. The top 5 per cent 
lives in different regions, and different-sized 
cities, works for different industries and in differ- 
ent jobs; he also differs in education and the size 
of his family. 

In all parts of the country, the larger cities 
have a bigger proportionate share of the top in- 
comes than other areas. In the biggest cities, 
those over a million and a half, the ratio for the 
upper group is double that for the population 
as a whole: these cities contain 10 per cent of the 
total population but 20 per cent of the top in- 
come group. 

Kuznets points out that the top 5 per cent and 
bottom 95 per cent have different savings and 
spending habits. Because of the redistribution of 
income, the bottom 95 per cent now has $19 bil- 
lion more of disposable income than would be 
the case with the pre-war income distribution. 
Without this, today’s consumer goods boom 
might never have reached its present heights. 


10. COST OF MARKETING 


10.1 Department Store Expense Control. Mal- 
colm P. McNair and Eleanor G. May, 
Harvard Business Review, May-June, 
1953. [E.D.] 

Because of the nature of their “production,” 


department stores have lagged behind manufac. 
turing firms in their knowledge and control of 
costs. Expense accounting is currently based 
largely on the fourteen natural divisions, five 
functional groups, and eighteen subfunctional 
groups developed by the Controllers’ Congress of 
the National Retail Dry Goods Association (1917, 
1922, and 1928). These classifications are inade- 
quate because (1) they do not reflect a managerial 
concept, (2) they fail to focus on controllable ex- 
penses, (3) they imply a “top down” rather than 
a “bottom up” procedure, and (4) expenses are 
reported as percentages of sales rather than as 
dollars. 

Improved tools are being developed, such as 
the reporting of additional data (transactions 
per salesperson, dollar payroll per sales transac. 
tion) and the NRDGA productivity studies. 
However, work center accounting probably rep- 
resents the greatest advancement. Seven steps in 
setting up such a system of accounting are out- 
lined. An outline is also presented showing the 
detail of a proposed classification of work cen- 
ters for expense accounting and control and two 
proposed units of productivity measure, one for 
interstore exchange and one for center super- 
vision. The broad classifications reflect the four- 
functional plan of department store organiza- 
tion, with management as an additional division. 


10.2 Family Clothing Stores. Cost of Doing 
Business, Survey No. 10. (New York 8: 
Dun & Bradstreet, Inc., gg Church Street, 
1953-) 4 pp- Free. [R.J.H.] 


A survey of :951 operations of 181 family 
clothing stores revealed that advertising cost 1.2 
per cent of sales for the typical concern, 2.7 per 
cent for firms doing over 25 per cent of their 
sales on credit. Stores with net sales of less than 
$50,000 showed net profit on net worth of 3.7 per 
cent. Stores having over $100,000 of net sales had 
net profit on net worth of 8.9 per cent. The re- 
tailer located in a downtown area transacted al- 
most twice the volume of business as did stores 
in either secondary or neighborhood Sections. 
He had a higher gross margin and higher ex- 
penses which ultimately gave him the same level 
of net profit. 


13. CREDIT 


13.1 Indebtedness of Individuals. Loughlin F. 
McHugh, Survey of Current Business, 


April, 1953. [E.D.] 
‘Total consumer debt at the end of 1952 was 
$82 billion (of which $58 billion was mortgage 
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debt), compared with $24 billion at the end of 
World War II. The increase in consumer income 
has about kept pace with the increase in debt. In 
February, 1953, short-term consumer credit was 
9.6 per cent of annual disposable personal in- 
come, compared with 7.6 per cent in 1929 and 
10.8 per cent in 1940. The mortgage debt at the 
end of 1952 was about 25 per cent of consumer 
income, compared with 20 per cent in 1929 and 
23 per cent in 1941. 

Lower interest rates have partially offset in- 
creased total interest charges. In the mortgage 
field, reduced interest costs are related to re- 
duced risk, although there has been an apparent 
increase in the proportion of consumer income 
required for payments on principal. This ap- 
pears to be related to the greater use of con- 
tracts with fixed monthly amortization. 

While the general financial situation of con- 
sumers appears to be adequate to support cur- 
rent indebtedness, there are probably certain 
consumers whose financial situation is not sound. 

The liquidity position of individuals also com- 
pares favorably with other periods of prosperity, 
and liquid assets appear to be fairly widely dis- 
tributed. Credit insurance has also made the in- 
stitutional financial framework less vulnerable to 
unfavorable secondary effects of financial 
changes. 


14. RETAILING 


14.1 Consumers Buy More When Shelves are 
Well Stocked. Robert W. Mueller, George 
E. Kline, Joseph J. Trout. aaa 
Grocer, June, 1953. [R.J.H.] 


The first of a series of articles on shelf-stock- 
ing explain how full shelves increased grocery 
product sales 22.4 per cent. Seven stores coop- 
erated with Progressive Grocer in testing the in- 
fluence of full shelves on grocery sales. Frozen 
food sales increased 51.2 per cent, cigarettes only 
14.5 per cent. The problem of keeping shelves 
fully loaded is, of course, the most difficult on 
weekends when many markets do 60 to 75 per 
cent of the total week’s sales. 


14.2 Planned Retail Development. K. W. Wal- 
ter, The Business Quarterly (University of 
Western Ontario, London, Ontario), 
Spring, 1953. [E-D.] 

The trend in Canada toward outlying shop- 
ping centers, the structure (axial and nuclear) of 
such centers, and their origin and development 


are described. A classification of stores is dis- 
cussed and suggestions are made for planned 
shopping centers. 


14.3 Proceedings of the 1952 Mid-Year Meeting. 
(Chicago 10: Super Market Institute, Inc., 
500 North Dearborn, 1953.) 39 pp. [R.J-H.] 


The entire 1952 Mid-Year meetings were de- 
voted to problems of top management. Consul- 
tants were invited from the fields of economics, 
taxation, labor relations, and store location. 
Yardsticks for measuring sales of a new shopping 
area were discussed. For example, it was reported 
at the meetings that super markets at most can 
obtain 70 per cent of the food business in any 
community. In a community of 10,000, the super 
markets would have as their maximum potential 
approximately $2,100,000, based on $300 per 
capita food sales. Further, based on $100 sales 
per square foot, one cam get some idea of the 
total floor area a community will support. An- 
other rule of thumb reported was that no single 
super market is likely to do over 40 per cent of 
the business in its community. 


14.4 New Life for Giant Macy’s. Business 
Week, April 11, 1953, pp. 86-95. [s.B.] 


Macy’s, New York, has a new president to cope 
its new problems. Downtown department stores 
have become more and more costly to run; other 
forms of retailing, particularly chains and super- 
markets that work on smaller margins, have 
taken business away. Department stores have 
found that national brands were steadily becom- 
ing more important than their private brands. 
The department store has tended to upgrade it- 
self, moving more and more out of the mass-mer: 
chandising class. 

Wheelock Bingham, the new Macy’s New York 
president, looks upon Macy’s bigness as his No. 1 
problem. To solve this problem, Bingham is 
working to improve communication among his 
staff and to personalize the store to its customers. 
The 1,500 Macy executives have been divided in 
groups of 15 each, chosen at random to mix non- 
selling and selling personnel; these groups meet 
once a month to make recommendations, resolve 
problems or areas of ambiquity. 

In dealing with customers, Bingham is relying 
upon wide assortment and personalized selling. 
However, Macy’s is applying self-service (which 
it calls self-selection) by using new fixtures to dis- 
play merchandise in the open; directional signs 
are employed to help people to find things. 

A big and expensive job lies ahead for Macy's 
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—some think it too expensive for the present 
squeeze on Macy’s profits. But no matter how it 
comes out, one thing seems pretty certain: The 
character of Macy’s is being permanently 
changed. The big question at this point appears 
to be whether it is possible to carry out the proc- 
ess of upgrading Bingham plans and still remain 
a mass-merchandiser. But as far as this problem 
goes, Macy’s is in no different position than most 
department stores. Its difficulties merely differ 
by extent and depth. 


14.5 The 20 Biggest Retailers: The 1952 Score. 
Business Week, May 16, 1953, pp. 41-2. 
[s.B.] 


The 1952 listing by Business Week of the top 
twenty retailers is almost a complete repeat of 
the 1951 listing. 19 of the 20 are repeaters. Jewel 
Tea nudged Marshall Field off the list and took 
over 20th place. 

Most of the big retailers registered new sales 
records last year, but the gains came slow and 
hard. The eight food chains together showed a 
gain of 6.3 per cent above 1951 sales. Depart- 
ment stores found the way harder; they had to 
buck a drop in the apparel price index. Macy’s 
and Gimbel’s both suffered losses, as did Mont- 
gomery Ward, the latter repeating its 1951 drop- 
off. 

Beside price, the main boost in sales came from 
expansion. This meant more outlets and perhaps 
more important-bigger outlets. Two big gainers 
—Sears and National Tea—cite a third reason for 
better-than-average sales jumps: aggressive mer- 
chandising. 

Profits in 1952 rose much more than sales for 
the top twenty retailers. The main reason: the 
near-fatal markdowns of 1951 required to move 
the stacked-up inventories based upon the Ko- 
rea buying spree were not necessary in 1952— 
stocks were normal once more. 


14.6 S. S. Pierce: Growing With the Quality 
Trade. Business Week, June 20, pp. 132- 
143. [S.B.] 

The modern trend is apparently more and 
more to super markets and self-service in food 
merchandising. But S. S. Pierce is a specialty 
grocer, depending upon service, which is grow- 
ing stronger swimming against the tide. Pierce 
used to sell to the carriage trade. The same tran- 
sition that brought the wealthy to shop at super- 
markets upgraded the income and tastes of the 


middle classes. To sell to this broader market, 
Pierce uses almost every known marketing angle: 
telephone sales, mail-order, door-to-door solicit- 
ing, free samples, personal shoppers service, free 
delivery and advertising. Besides this, Pierce 
keeps itself mobile. Sixty years ago, it led the 
suburban movement into Brookline. Today it is 
setting up in a new suburban shopping center 
with one of New England’s fastest growing 
supers. 

Pierce sells mostly packaged goods—groceries, 
liquor, drugs and cosmetics, tobacco and candy. 
A high proportion of its groceries and liquors are 
sold under private labels; Pierce believes that it 
has the largest line of private label goods in the 
world. 

Of Pierce’s current sales volume, about 60 per 
cent is wholesale and 40 per cent retail. In New 
England, the wholesale business is done through 
S. S. Pierce associate stores. The rest of the trade 
is with institutions, restaurants, ships, and U. S. 
embassies and commissaries abroad. 

The Pierce telephone sales department is per- 
haps unique. Instead of waiting for customers to 
call, Pierce sales people call them once a week 
at pre-arranged times. New telephone customers 
are constantly being solicited by a door-to-door 
task force that goes into new housing develop- 
ments and the expanding Boston suburbs. 

Aside from its almost fantastic line of grocer- 
ies, Pierce is perhaps best known for its bend- 
over-backward service. If a customer wishes to 
order a case of fine wine or a large number of 
cigars, Pierce will store the goods in controlled- 
air rooms. They offer advice on anything from a 
good sauce for terrapin to the number of bottles 
of champagne needed for a wedding breakfast 
for 50. 

Pierce expects its greatest growth potential 
lies outside of Boston, partially in terms of a 
national campaign for its liquors, partially in 
extended wholesale and retail grocery effort. 


18. REGULATION 


18.1 Price Control: Prospect and Retrospect. 
Iowa Law Review, Winter, 1953. [E.D.] 


This issue is a symposium consisting of articles 
on price control by Tighe E. Woods, Homer 
Capehart, Henry O. Talle, Gardner Ackley, 
Thomas B. Worsley, Fritz F. Heimann, Charles 
R. Simpson, James A. Durham and Israel Convis- 
ser, and Harry N. Stein. 
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20. MARKETING THEORY 


20.1 Interdependence of Consumer Preferences 
in the Theory of Income Redistribution. 
S. F. James and W. Beckerman, The Eco- 
nomic Journal, March, 1953. [E.D.] 


This is a criticism and further refinement of 
the ideas of Mr. H. G. Johnson (“The Effects of 
Income Redistribution on Aggregate Consump- 
tion with Interdependence of Consumers’ Pref- 
erences,” Economica, May, 1952). On the basis 
of certain assumptions about individual interde- 
pendence behavior, one can deduce the interde- 
pendence behavior of society as a whole. This 
“psychological” method (in contrast to Mr. John- 
son’s “sociological” method) makes it possible to 
relate the effects of income redistribution both to 
marginal propensities to consume and to a va- 
riety of interdependence behavior assumptions. 

On the basis of five postulates of consumers’ 
behavior (e.g.: the consumption of an average 
individual of a given income group is affected 
only by the average income of that group and by 
the consumptions of average individuals in the 
two neighboring groups; when changes occur in 
the average consumptions of the two groups on 
either side of any particular group, that group 
will react in the next time period by the larger 
of its separate reactions), a model of society’s in- 
terdependence behavior is formulated. The ef- 
fect of income redistribution on aggregate con- 
sumptions patterns is then considered. 

Although it is concluded that interdependence 
considerations are an important part of the his- 
torical analysis of the appearance and accept- 
ance of new goods, it does not appear that theo- 
retical analysis of interdependence can modify 
to any significant degree the usual conclusions 
regarding policy for income redistribution. 

Mr. Johnson adds a note in which he raises 
serious questions regarding the author’s methods 
and conclusions. 


22. GENERAL MARKETING STATISTICS 


22.1 Activities of Census Bureau on Transpor- 
tation Statistics. (Department of Com- 
merce, Bureau of the Census.) [c.H.s.] 


The 1953 Census of Transportation, author- 
ized by Public Law 671 ‘Soth Congress), has been 
indefinitely postponed as funds for that census 
have been denied by both Houses of Congress. 
All field operations have been terminated, and 
the staff of the Transportation Division is being 
reduced to a few persons who will complete the 


testing and development program that was under 
way in connection with the planning phase of 
the 1953 census. 

The results are expected to be presented in 
technical reports which will show specifically the 
nature of the information already available, the 
major aspects about which little is known, the 
type of data that can be obtained by methods 
under consideration, the degree of reliability for 
various sizes of samples, and the apparent public 
value that might be expected from full-scale sur- 
veys. The reports also will suggest a number of 
variations of the methods for application to 
specialized or local studies by such agencies as 
State highway planning commissions, market re- 
search agencies, regulatory bodies, shippers, car- 
riers, or others. 

Among the major test results to be analyzed 
are data obtained from the following field tests: 


1. Truck Ownership and Operation: Returns 
from about 2,500 truck owners with specific in- 
formation on the ownership and use of trucks, 
by type of vehicle, type of business activity, etc. 

2. Truck Movement Survey: Returns from ap- 
proximately 9,400 truck owners showing the tons 
and ton-miles of commodities moved by private 
and for-hire trucks (except those subject to the 
Interstate Commerce Commission), for the 16- 
week period ending June 6. 

3. Outbound Shipments from Manufacturers: 
Detailed data on a sample of shipments made by 
each of 150 manufacturing establishments. 


22.2 Business Inventories—Recent Trends and 
Position. Louis J. Paradiso and Gene- 
vieve B. Wimsatt, Survey of Current Busi- 
ness, May, 1953. [E-D.] 


Inventories expanded rapidly during the last 
four months of 1952 but have been relatively 
stable so far this year. An examination of inven- 
tory changes, of the distribution of inventory 
holdings, and of their relative position by indus- 
trial groups indicates certain facts: 


(1) About four-fifths of the inventory rise since 
August, 1952, occurred in five industries—motor 
vehicles, other transportation equipment, pri- 
mary and fabricated metal manufacturing, and 
retail automotive. This was related to the steel 
strike in 1952 as well as to higher sales. 

(2) In the aggregate, present inventories do 
not appear to be out of line with the current rate 
of sales. Inventory-sales ratios in 1953 averaged 
1.53, compared with 1.44 in 1950 and 1.80 in 


1940. 
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(3) However, inventories held by firms pro- 
ducing or handling durable goods do seem mod- 
erately high in relation to current sales. Those 
held by nondurable goods industries do not ap- 
pear out of line. They may even be a little low. 

(4) So long as sales continue at their present 
rate, the present inventory-sales balance can be 
maintained. Supply factors point to continued 
stability, but changes in demand would make in- 
ventories appear out of line. 


22.3 Census Current Business Reports. (Depart- 
ment of Commerce, Bureau of the Cen- 
sus.) [C.H.S.] 


In January of this year, the Bureau of the Cen- 
sus began collecting the first reports of retail and 
service establishments for use in the 1953 Census 
of Business. These reports are a part of “Census 
Current Business Reports” program, and will be 
taken during the census year as a means of mak- 
ing quality and coverage checks for the main 
enumeration and of enabling the Bureau to eval- 
uate the comparability of coverage in the 1953 
Census as compared with previous censuses of 
business. These quality checks are of particular 
importance in 1953 because major changes have 
been made in the enumerating techniques. In 
the 1953 Census, use of data and records from the 
Bureau of Old-Age and Survivors Insurance and 
the Bureau of Internal Revenue will make it pos- 
sible to replace the complete field enumeration 
of previous censuses almost entirely by mail can- 
vass techniques. 

An important feature of the survey is that it is 
being conducted during the period of time to be 
represented by the complete census. This will 
enable the Bureau to measure the sales volume 
of stores which do not operate throughout the 
year—for example, seasonal businesses, or stores 
which opened for business or discontinued busi- 
ness during the course of the year. The censuses 
of business traditionally have measured only the 
sales volume of establishments in business as of 
the close of the calendar year, thus missing sea- 
sonal businesses and stores discontinued before 
the end of the year. 

The “Census Current Business Reports” pro- 
gram employs an unbiased sample design, per- 
mitting the derived data to be measured in terms 
of their sampling reliability. The survey operates 
in 230 Primary Sampling Units covering ap- 
proximately 450 counties in the United States, 
including about go of the largest standard metro- 
politan areas. The sample is large enough to pro- 
duce the data required to evaluate the quality of 


the main enumeration and also to ascertain ma- 
jor shifts within the year. 


22.4 County and City Data Book, 1952. (Depart- 
ment of Commerce, Bureau of the Cen- 
sus.) [C.H.S.] 


The County and City Data Book, 1952, is an- 
other volume in the series of supplements to the 
Census Bureau's annual Statistical Abstract of 
the United States, presenting summary statistics 
for small areas. The new volume brings together 
128 items of information for each county, stand- 
ard metropolitan area, State, and geographic di- 
vision; and 133 items of information for each of 
484 cities with 25,000 or more inhabitants in 
1950. It also includes a table showing the number 
of inhabitants of all urban places in 1950. 

Most of the statistics in the volume were ob- 
tained from the results of the 1950 censuses. Fig- 
ures for 1950 are also given for many items in- 
cluded in earlier supplements, such as births, 
deaths, and marriages; bank deposits and E Bond 
sales; city government finances and employment, 
city school systems; farm-operator family level- 
of-living index; and others. Final figures for a 
number of items from the 1948 Census of Busi- 
ness and the 1947 Census of Manufacturers are 
also shown. 

As in previous editions, the new volume in- 
cludes a map section, with a map for each State 
delineating counties and standard metropolitan 
areas and showing all cities of 25,000 or more 
population based on the 1950 Census. Explana- 
tory and definitive text and sources notes for 
each of the items are also included. 


22.5 Informational Materials on 1953 Census 
of Manufacturers. (Department of Com- 
merce, Bureau of the Census) [c.H.s.] 


The Bureau of the Census completed during 
March the preparation, printing, and initial dis- 
tribution of a complete set of informational ma- 
terials on the forthcoming 1953 Census of Manu- 
factures to be taken early in 1954. This is the 
first time in the history of a major census that 
the actual inquiries to be completed by respond- 
ents have been made available to them at the 
beginning of the year covered by the census. It 
is hoped that more prompt and accurate report- 
ing, at a reduced cost to both business and gov- 
ernment, will result from this innovation. Such 
advance notice was made possible by designing 
and clearing the various census inquiries at a 
much earlier date than had been attempted in 
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past censuses. To accomplish the early review 
and clearance of the census inquiries, the Cen- 
sus Bureau during the past year has held numer- 
ous conferences with businessmen representing 
several hundred trade associations and hundreds 
of individual companies, as well as with repre- 
sentatives of other governmental agencies. 

The informational material has been distrib- 
uted primarily to the various trade associations 
and trade publications of manufacturing indus- 
tries. An initial mailing of the specimen forms 
and related materials has also been made to in- 
dividual companies which actively participated 
in clearance of the product inquiries and to 
companies which had previously requested such 
materials. Included in the informational mailing 
were order blanks, indicating that additional 
copies of the census form, instructions and refer- 
ence booklets were available upon request. 

It is anticipated that most manufacturing com- 
panies will be reached through the trade papers 
and trade associations, and as a result will be in 
a position to make any modifications necessary 
in their record-keeping practices early in the 
census year. Knowing in advance what will be 
required in the census will enable the manu- 
facturers to raise and have resolved any questions 
they may have regarding scope, concepts, and 
definitions of the various census measures, long 
before the completed census reports are due. In 
addition, since the informational copy of the 
form has already been reviewed and approved by 
the Budget Bureau, the Census Bureau can de- 
velop a detailed collection and processing plan, 
based on the final and official version of the re- 
port form. 


22.6 1950 Census: Post-Enumeration Survey. 
(Department of Commerce, Bureau of the 
Census) [C.H.S.] 


The results of the Post-enumeration Survey 
of the r950 Censuses of Population, Housing, 
and Agriculture will encompass four broad areas 
of investigation: (1) the completeness of the 
counts of persons, dwelling units, and farms; (2) 
the accuracy of major statistics concerned with 
the characteristics of the units of enumeration 
(for example, age, education, and income of per- 
sons, tenure and facilities of dwelling units, farm 
acreage and production); (3) checks against vari- 
ous administrative records (for example, birth 
certificates, social security accounts, and natural- 
ization files); (4) special studies carried out pri- 
marily in connection with the experimental pro- 
gram for the 1950 Censuses. 

The results dealing with the completeness of 


enumeration have been included in various Cen- 
sus volumes which have already been released 
or which are now in press (Volumes I and II of 
the Census of Population, Volume I of the Cen- 
sus of Housing, and Volume II of the Census of 
Agriculture). Expressed as percents of the pub- 
lished Census totals, the estimated net deficien- 
cies in the Census counts for the United States 
as a whole are as follows: 


Estimated 

sampling 
error 

Estimated net (standard 

Unit deficiency deviation) 
Persons 1.4% 0.2% 
Occupied dwelling units = = 

Farms 5-1 0.7 


The net deficiency in the count of farms arose 
primarily from errors in the enumeration of 
small and marginal units. This is seen by the fact 
that the net deficiency of 5.1 percent in the count 
of farms was accompanied by a net deficiency 
(arising from errors in the count of farms) of 2.1 
percent of the Census total of cropland har- 
vested. 

Some summaries of the results relating to the 
accuracy of population statistics will appear in 
Volume II of the 1950 Census of Population. 

There is a substantial cancellation of gross 
differences. For age and occupation, over-re- 
porting, relative to the Post-enumeration sur- 
vey, is almost completely balanced by under-re- 
porting. For income, however, a tendency to- 
ward under-reporting is seen because of the 
existence of a considerable group of persons who 
were reported by the Census as having no in- 
come, but for whom the Post-enumeration Sur- 
vey obtained reports of income. On the other 
hand, for the group of persons who were re- 
ported by the Census as being income recipi- 
ents, it appears that over-reporting about bal- 
anced under-reporting. 

A detailed review of the results of all four 
areas of investigation will appear in a mono- 
graph. An account of the methodology of the 
Post-enumeration Survey will appear shortly in 
the Journal of the American Statistical Associa- 
tion (Marks, Mauldin, and Nisselson, “A Case 
History in Survey Design: The Post-enumeration 
Survey of the 1950 Census”). 


22.7 Revision of BLS Employment and Hours 
and Earning Series. (Department of La- 
bor, Bureau of Labor Statistics) [c.1.s.] 


In April, 1953, the Bureau of Labor Statistics 
made an important revision in its total nonagri- 
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cultural employment series. The April revision 
resulted from an adjustment of the employment 
levels to a first quarter 1951 benchmark, previ- 
ously published data having been projected by 
State unemployment insurance agencies, sup- 
plemented by data from the Bureau of Old-Age 
and Survivors Insurance, are the basic sources of 
benchmark information. 

In conjunction with the adjustments, the 
methods for estimating both employment and 
hours and earnings were modified to take ad- 
vantage of sample improvement during the 
years 1947 to 1951. Better reporting and a 
larger sample make possible more detailed 
weighting of the estimates. The new weighting 
processes are being applied primarily in the 
manufacturing division. 

Estimates of employment for 43 new industry 
sub-groups and hours and earnings for many ad- 
ditional manufacturing industries will be pub- 
lished. Indexes of employment for all 4-digit 
manufacturing industries, classified according to 
the Standard Industrial Classification, will be 
available in the “Employment and Payrolls Re- 
port.” Data for newly published manufacturing 
industries will be available by month beginning 
with January, 1951. Summary sheets will provide 
historical data for all published series. 

The April issues of the “Employment and 
Payrolls Monthly Statistical Report” and the 
“Hours and Earnings Industry Report” contain 
the first detailed data on the revised basis, and 
also include a description of what changes have 
been made and how these changes have affected 
the series. More detailed technical notes, describ- 
ing the methods used and the uses and limita- 
tions of the data and including definitions of the 
terms, are being prepared. The Monthly Labor 
Review presents the revised data in its May issue, 
and the detailed technical note in a later issue. 

Copies of the April reports may be obtained 
from the Bureau of Labor Statistics, Department 
of Labor, Washington 25, D. C. 


22.8 Annual Market Data Issue. Advertising 
Age, May 11, 1953 [s.B.] 


This issue of Advertising Age contains de- 
scriptions of more than 1,300 pieces of market 
data available from media, trade associations and 
other sources plus coupons for requesting copies 
of the material. 

The reference material is presented in seven 
sections: national markets; farm markets; re- 
gional and local markets; distribution markets 
(retailing and wholesaling); industrial markets; 


professional (or business markets); Canadian and 
foreign markets. 


22.9 Can the Republicans Get Better Figures? 
Business Week, June 13, 1953, pp. 112- 
116 [s.B.] 


The chief virtue of this article is a neat one 
page chart summarizing the main statistical se- 
ries issued by the Federal Government, their 
sources, frequency and a one-sentence appraisal 
of each. It also points out difficulties in some 
areas. Construction activity is being understated: 
new construction by 13 per cent maintenance 
and repair by 20 per cent. Retail store inven- 
tory data—rather their lack—represent a major 
gap in the present information. 


22.10 1954 Market Data & Directory Number. 
Industrial Marketing, June 25, 1953. 
[s.B.] 


The annual Market Data & Directory number 
of Industrial Marketing provides basic market 
data on 87 major classifications of industries and 
trades and a report on the more than 2,400 pub- 
lications which serve those industries. The prin- 
cipal industries and trades are set up as separate 
sections, each containing the market data per- 
taining to that field and a list of the business 
papers serving it. 

The market data usually consist of a statistical 
description of the industry’s 1952 output and a 
discussion of the developments within the in- 
dustry. This section also includes a listing of 
available free material on the industry put out 
by trade associations, media, etc. 

A useful guide for the researcher-in-a-hurry 
are the lists of trade associations in the various 
fields who are excellent sources of material for 
both basic information and interpretative com- 
ment. 


23. MARKET AREA STUDIES 


23.1 The Regional Trade Barometers: Aids to 
Sales Planning. Margaret C. Booss and 
Genevieve Loesch, Dun’s Review, April, 
1953 [s-B.] 


This article is a non-technical introduction to 
the Dun’s Review Regional Trade Barometers 
which purport to measure consumer spending 
for each of 29 regions and for the U. S. as a 
whole on a month-to-month basis. These Barom- 
eters are claimed to be the only measure of re 
tail trade fluctuations which permit month-by- 
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month comparisons of one region of the coun- 
try with another. 

The Barometers are based upon three series: 
(1) bank debits; (2) department store sales; and 
(3) large retail store sales. The present revision 
of the Barometers includes shifting to a 1947- 
1949 base period (the new official base of Govern- 
ment statistical series); new seasonal corrections 
constructed separately for each of the 29 regions 
and for the U. S. as a whole; and a new system of 
weighting. 

The authors point out a limitation to their 
data: that their series tend to reflect spending 
in urban communities because of the limited 
amount of data available on rural consumer 
spending. 

Dun’s Review is reprinting this article and 
will accompany the reprint with monthly data 
for the past six years plus a complete descrip- 
tion of the territorial limits of the 29 regions. 


23.2 Industry: Really on the Move? U. S. News 
& World Report, June 19, 1953, pp. 28-31 
[s.B.] 


The industrial heart of the U. S. in spite of 
14 years of war and boom is still where it has 
been for decades—in New England, the Middle 
Atlantic and East North Central regions. Less 
than average growth was shown in New England 
while more than average growth was shown in 
the Southeast, the Southwest and Far West. But 
the overall picture is not much different from 
what it was. The 14 states, which in 1939 had 
slightly over two-thirds of all manufacturing, 
had in 1953 just slightly less than two-thirds. 

The present concentration of industry has not 
pleased defense officials. Tax write-offs were used 
to attempt dispersion. But the lesson of the past 
decade is that industry grows where it sees mar- 
kets, materials, power and labor, and that Gov- 
ernment can do little about location unless it 
will build plants itself or risk a bad tie-up. 


24. RESEARCH TECHNIQUES 


24.1 Top Management by Mathematics—Busi- 
ness Statistics Going Ph.D. Business 
Week, May 30, 1953, pp- 86-92, 96-100 
[s.B.] 


These two articles are an appreciation of the 
growing acceptance of mathematical analytical 
techniques for business problems. The first arti- 
cle deals with the process known as linear pro- 
gramming. This procedure deals with situations 
in which a lot of different activities must be 


scheduled, each activity affects the others, and 
you want to pick the one schedule of the entire 
lot of possibilities that will yield the optimum 
results (once the optimum is defined). Linear 
programming has been used to schedule produc- 
tion operations: how to assign work orders for 
particular jobs to particular machines; the most 
efficient method of cracking crude oil into a 
variety of products; and to decide the best pro- 
duction schedule for a company with a seasonal 
sales pattern. Mathematicians think that it can 
also be used to develop the most profitable com- 
binations of products for a diversified company. 

The second article deals with applications of 
sampling within business and a brief comment 
upon operations research. C. West Churchman 
used sampling of waybills to discover efficiently 
and economically, how much railroads owe one 
another for shipments originating in one line 
and terminating in another, on the way passing 
along a third or fourth. The difficulty arises be- 
cause the terminal line receives payment for 
the entire shipment. 

A tantalizing hint is given of the use of opera- 
tion research by Arthur D. Little, Inc., which 
presented case histories on marginal sales cost, 
prediction of response to advertising, and large- 
scale record keeping. John D. Lathrop of the 
Little firm used a ranking system to deal with 
the problem involving advertising. The adver- 
tising manager was given a quantitative esti- 
mate of the importance of such things as sales 
potential; the advertising yield—the number of 
dollars it would take to win a customer; the 
sales death rate—the natural decline of a prod- 
uct’s sales as customers drift away. 


24.2 Are You Using the Right Test Market? 
William R. Mason, Printers’ Ink, June 
19, 1953, Pp- 31-33 and ff. [s.B.] 

This article examines the population and re- 
tail characteristics of markets recommended for 
test purposes. The 18 markets thus analyzed on 
the basis of 50 criteria are not intended to be 
complete; the same procedure can be applied 
to any one of the 168 Standard Metropolitan 
Areas for which data are available. Mason also 
recognizes that the criteria to be used in a par- 
ticular case depend upon the character of the 
product or campaign tested. For a test of repre- 
sentativeness of markets on each criterion, 
Mason suggests a tolerance limit of 5 or 10 per 
cent of the comparable measure for the U. S. as 
a whole. The 50 criteria break down into five 
groups, 2 dealing with population and g deal- 
ing with retail characteristics. The population 
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data deal with vital statistics and occupation; 
the retail data deal with sales per retail estab- 
lishment by type, retail sales per person by com- 
modity class, and population per retail store. 
It was found that none of the 18 qualified as 
the best market for all products and that each 
could lay claim to use as a test market for some 
product. The highest ranking market was rep- 
resentative of the U. S. on 22 out of the 50 cri- 
teria, the lowest ranking market qualified on 8 
measures. By and large, taken as a group, the 18 
markets tested scored better on population char- 
acteristics than they did on retail characteristics. 


26. MISCELLANEOUS 


26.1 LIFO Inventories and National Income 
Accounting. James P. Daly, Survey of 
Current Business, May, 1953. [E-D.] 


This article describes the extent to which the 
Lifo method of accounting has been adopted by 
manufacturers and explains the relationship of 
the Lifo method to national income accounting. 
Although the data are drawn from what is basi- 
cally a nonmarketing segment of the economy, 
much of the discussion is relevant to the prob- 
lem of inventory valuation in marketing firms. 


26.2 Marketing Research Today: A Minority 
Report. John E. Jeuck, The Journal of 
Business, April, 1953. [E-D.] 


With the exception of a few sentences, this is 
the same article as that which appeared under a 
somewhat similar title in the Journal of Mar- 
keting, April, 1953. 


26.3 The Changed America. Business Week, 
June 6, 1953, pp. 101-112 [s.B.] 


This is the first of a series of reports by Busi- 
ness Week on the questions: Can the new Amer- 
ican society, from within itself, generate uses for 
its enormous and steadily increasing production 
capacity? What standard of living will people 
really want—after 20 years of profound shifts in 
thinking and tastes? 

Possibly the best possible summary of the 


article is the quote from The Economist with 
which it concludes—that the course of history 
will be determined by what American house- 
wives decide about household appliances. 

This conclusion rests upon five facts. (1) The 
new society is one of growing population but 
this is not enough. Population gains between 
now and 1955 will fail by one-half to provide 
enough market ‘growth to maintain the present 
high level of employment. Per capita incomes 
must also rise. (2) Our society now possesses a 
formidable set of built-in stabilizers against a 
sudden deflationary impact. Taken together, 
their cumulative effect—particularly the govern- 
ment payment—is to insulate a part of the na- 
tional income against the direct effect of payroll 
and market drops. But these do not guarantee 
that there will be no fluctuation. (3) The new 
society is one of big capital spendings—for plants 
today and for plants tomorrow in a high con- 
sumption economy. Part of this may come from 
the overhaul of the federal revenue system which 
is likely to grant tax relief to stimulate invest- 
ment. But the rest of the investment is based 
upon continued plant expansion to meet con- 
tinued consumer demand. (4) After paying taxes 
and the essential costs of living, consumers have 
five times as much discretionary spending power 
as they had in 1940. The consumer is currently 
saving 8 per cent of income after taxes. Econo- 
mists think this rate might be induced down- 
wards to 5 per cent. This would mean more than 
$7 billion added to consumer demand—half of 
the $15 billion needed to make up for the cut 
in arms spending. (5) An American with money 
in his jeans has an insatiable desire for leisure— 
but this means a demand for more goods and 
services rather than -a rocking chair. The new 
society demands a host of new products now, 
products geared to its changed needs—TV will 
go to color then to 3D; clothes driers, dishwash- 
ers, garbage disposers, home-freezers, air condi- 
tioning will revolutionize house-work. Remodel- 
ing of existing homes is a potential market that 
can carry forward a tremendous industry even 
if the expected drop occurs in the number of 

- new housing starts. 
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Legislative and Judicial Developments 
in Marketing 


WILLIAM F. BROWN, Editor 
University of California, Los Angeles 


Editorial Staff: KENNETH J. CurRAN, Colorado College 
RALPH L. WESTFALL, Northwestern University 


The most important recent developments in the 
legal framework within which marketing must func- 
tion are reported and analyzed under the topical out- 
line presented below. Not all headings in the outline 
may be represented in each issue since it is the gen- 
eral policy of this section not to devote attention to 
the following kinds of developments: (1) new laws or 
cases involving legal technicalities in which neither 
marketing practitioners, teachers, nor researchers 
are likely to have interest, (2) new cases which consti- 
tute more or less routine reaffirmation of well estab- 
lished rulings, (3) decisions handed down by inferior 
courts which are likely to be reviewed by higher 
courts or which deal with trivial problems. 

More detailed information about individual items 
may be obtained by direct reference to the sources 
cited for each case. These include the standard legal 
reporting services, the law journals, and such special 
facilities as United States Law Week and Commerce 
Clearing House Trade Regulation Reporter, '48-’51 
Decisions (abbreviated hereinafter simply as CCH). 

Readers who have coments or suggestions re- 
specting this section are urged to send them to the 
Editor. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


II. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


Ill. REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maxi- 
mum) 


IV. REGULATION OF CHANNELS OF DIS- 
TRIBUTION 
A. Operating Features of Marketing Insti- 
tutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


V. REGULATION OF UNFAIR COMPETI- 
TION 
A. Advertising 
B. Non-Advertising Promotioual Methods 
C. Trade-Marks and Trade Names 


I. REGULATION OF MONOPOLISTIC 
METHODS 


A. Market Control 


1. Hamilton Watch Co. v. Benrus Watch 
Co., (CCA 2, June, 1953). [W.F.B.] 


An unusual application of section 7 of the 
Clayton Act is affirmed in this decision of the 
Second Circuit Court of Appeals reviewing a 
holding of the Connecticut District Court CCH 
467.517 (April, 1953) CCH 967,485. Benrus had 
purchased 92,200 shares of Hamilton stock over a 
six month period in spite of a rising market and 
the fact that Hamilton had passed a dividend. 
Only after $1,300,000 had been expended and 
it became apparent that Hamilton’s voting trust 
had succeeded in consolidating its position did 
Benrus cease buying. All the facts indicate that 
the stock purchases were made in order to gain 
control of Hamilton. Failing in this, neverthe- 
less, Benrus did acquire sufficient stock to have 
elected one member of the board of directors 
had not Hamilton succeeded in obtaining an 
injunction, here appealed, to prevent Benrus 
from voting its stock. In its affirmance, this de- 
cision agrees with the lower court’s argument 
that the danger to competition envisioned by 
section 7 and the threat to Hamilton’s inde- 
pendence warrant injunctive action, particularly 
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since the balance of possible harm to either 
party clearly calls for maintaining the status quo. 
The decision seems justified as a general rul- 
ing, but in fairness to the defendant it might be 
pointed out that its actions apparently were 
taken as a hedge against a possible change in 
this country’s tariffs on imported watch move- 
ments. Such a change obviously would adversely 
affect the ability of Benrus, a Swiss firm, to com- 
pete here. Actually, then, the decision may not 
serve to protect competition quite as much as it 
first appears to do. 
2. Also noted: 


(a) United States v. Minneapolis Electrical 
Contractors Association et al, CCH 467,488 
(D.C. Minn., April, 1953), prohibits a conspiracy 
between the city’s electrical contractors, Interna- 
national Brotherhood of Electrical Workers Lo- 
cal #292, and executives of certain wholesale 
electric firms by which they attempted to get con- 
trol of the distribution of electrical equipment 
in the Twin City area; fines and costs of about 
$50,000 were levied. 


B. Collusive Practices 


1. United States v. Sears, Roebuck & Co., 
111 F. Supp. 614 (D.C.N.Y., April, 1953). [W.F.B.] 


After almost 40 years of neglect section 8 of 
the Clayton Act, directed against interlocking 
directorates, has become the focal point of two 
current decisions, reported here and immedi- 
ately below. The disputed section provides that 
“no person at the same time shall be a director 
in any two or more corporations, . . . engaged 
in [interstate] commerce . . . if such corpora- 
tions are or shall have been theretofore, by virtue 
of their business and location of operations, com- 
petitors, so that the elimination of competition 
by agreement between them would constitute a 
violation of any of the provisions of any of the 
anti-trust laws.” Sidney J. Weinberg was a mem- 
ber of the boards of directors of both Sears, Roe- 
buck & Co. and the B. F. Goodrich Co. These 
companies operate 110 and 112 stores respec- 
tively in the same 97 communities, selling, among 
other things, seven similar classes of merchan- 
dise, including refrigerators, hardware, auto sup- 
plies, sporting goods, tires and tubes, radios and 
television sets, and toys. Sales of these items by 
Sears and Goodrich in 1951 in the specified areas 
amounted to $65,000,000 and $16,000,000 re- 
spectively. The commerce affected, then, was 
not inconsiderable. 

The defendants contended that the conclud- 
ing clause of section 8 means that it must be 


shown that a hypothetical merger of the two 
firms would violate the anti-trust laws. After an 
extensive review of the background of the act 
the court disagreed, pointing out that many 
types of agreement between the companies short 
of merger might violate the anti-trust laws and 
that a common director might become the means 
of obtaining such agreement. It therefore or- 
dered the resignation of the director, though it 
pointed out that there was no evidence that any 
forbidden agreement had existed. From a prac- 
tical point of view it is questionable whether 
the enforcement of the section, assuming that 
this decision stands if appealed, will really con- 
trol interlocks, which may take many forms in 
addition to that prohibited by section 8. Rather 
than obtain representation on boards of directors 
of competing firms by means of a single person 
an ownership interest may be represented by em- 
ployees, relatives, business associates, etc., with 
perhaps the same practical result. To what ex- 
tent such interlocks influence competition is 
difficult to measure, although the Federal Trade 
Commission recently has viewed the situation 
with some alarm in Report of the Federal Trade 
Commission on Interlocking Directorates (Wash- 
ington, D.C.: Government Printing Office, 1951). 
In his vigorous criticism of the F.T.C. report 
Professor Melvin T. Copeland attacks the ac- 
curacy of its findings and concludes that inter- 
locks of certain types have great value and that 
in practice there is relatively little danger to 
competition. See “The Federal Trade Commis- 
sion Indicts Itself,” Harvard Business Review, 
Vol. XXIX, No. 9, September, 1951. It may be 
true that the advantages of certain interlocks 
outweigh the rather remote dangers incurred— 
perhaps in such circumstances as those in this 
action—but it seems unfortunate, if true, that 
the qualities of judgment and experience desired 
in directors are so rare that competing firms are 
unable to find two sets of directors without dupli- 
cation of individuals. 

2. United States v. W. T. Grant Co. et al., 
345 U.S. 629 (May, 1953). [W.F.B.] 

Although this decision does not constitute a 
direct ruling upon the validity of section 8 of 
the Clayton Act (the point at issue is a somewhat 
technical one) it does provide some expression of 
opinion by the United States Supreme Court on 
the provision. Mr. John M. Hancock’ (a partner 
in the investment banking firm of Lehman Bros.) 
served as a member of the board of directors of 
three pairs of competing corporations, also de- 
fendants here, W. T. Grant Co. and S. H. Kress 
& Co., Sears, Roebuck & Co. and Bond Stores, 
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Inc., and the Kroger Company and Jewel Tea 
Co. After five years of negotiation, the Anti- 
Trust Division sought court action to terminate 
the interlocks. Upon the filing of the complaint 
Hancock resigned from the boards of Kress, 
Kroger, and Bond, and all the defendants moved 
to dismiss the action as moot. The district court 
did so, expressing the opinion that there was 
no threat of possible future violation of section 8. 

In affirming the lower court’s decision the ma- 
jority of the Supreme Court ruled, however, that 
the question should not have been considered 
moot because there was disagreement respect- 
ing the illegality of the practices involved and 
the public interest lay in having the differences 
settled. On the other hand, the issuance of the 
injunction requested would have required a 
showing of probable future violation by defend- 
ants. The lower court had indicated its confi- 
dence that no such injunction was necessary. In 
the absence of a showing that this opinion was 
clearly erroneous, the majority affirmed its de- 
cision. 

A strong dissent by Mr. Justice Douglas, con- 
curred in by Mr. Justice Black, first reviewed 
the purpose of the law and cited Mr. Justice 
Brandeis’ vivid description of the manner in 
which bankers have used interlocks and other 
techniques to gain control of great corporations 
to take the edge off competition. Pointing out 
that the majority of the court agreed that the 
district court was in error in its basic determina- 
tion respecting mootness, Mr. Justice Douglas 
argues that the case should be returned to the 
lower court for a specific finding concerning the 
probability of future violations, considering “the 
nature and extent of the web which this invest- 
ment banking house has woven over industry. 


C, Market Exclusion Tactics 
1. Times-Picayune Publishing Co. v. United 
States, 345 U.S. 594 (May, 1953). [W-F-B.] 


The decision of the U.S. District Court find- 
ing the Times-Picayune Publishing Company 
guilty of violating the Sherman Act because of 
its “unit” plan for advertisers was reported in 
the October, 1952, issue of this section. In the 
present action the United States Supreme Court, 
over the dissent of four of its members, reversed 
the decision. Briefly the facts were as follows. 
The Publishing Company published the only 
morning newspaper in New Orleans, the Times- 
Picayune, and one of the two afternoon news- 
papers, the States. Its “unit” plan, early adopted 


on classified advertising and only recently with 
respect to general advertising, required such 
advertisers to buy space in the afternoon States 
in order to obtain space in its morning paper. 
The district court viewed this as a tying arrange- 
ment tending toward monopoly and hence con- 
demned it. 

The Supreme Court decision pointed out that 
the Government had based its action on the 
Sherman Act, not upon section 3 of the Clayton 


Act, which is specifically directed against tying ~ 


arrangements. Therefore, argued the Court, a 
violation must involve one product tied to a 
monopoly product and trade in the “tied” prod- 
uct must be substantially restrained. The Court 
doubted that either of these conditions had been 
met. Actually, it said, what was being sold was 
readership coverage and all three of the news- 
papers were selling it, no one having “domin- 
ance.” A second product, therefore, was not 
being tied to an entirely different monopolized 
product. Further, comparative lineage data 
showed that shifts in lineage distribution be- 
tween the newspapers have been relatively small 
and possibly may be explained by differences in 
management skill. Also, the rival afternoon 
newspaper, the Item, is doing very well, both in 
terms of advertising lineage and financially. 
Finally, there is a very sound economic reason 
for the unit plan—it cuts very substantially the 
overhead costs involved in the publication of ad- 
vertisements. 

The dissent took issue with the majority chiefly 
on the ground that the latter failed to take 
proper cognizance of the differences between 
morning and afternoon circulations from the 
advertisers’ point of view. In the dissenters’ 
judgment there is a monopoly of the morning 
publication and the State’s different afternoon 
circulation is tied to it. The district court’s find- 
ing on this point was not obviously in error and 
therefore should not be set aside. 

A great many newspapers testified in support 
of the plan (most of them used it), but almost 
nothing was said about advertisers’ expressed 
reactions to the unit arrangement. Advertisers 
are most likely to be disturbed by the element 
of compulsion involved in the system. If they 
were merely encouraged to use both the Times- 
Picayune and the States by a combination rate 
structure which provided substantial quantity 
discounts the advertiser would at least theoreti- 
cally have greater freedom of choice, whatever 
practical course he might follow. Even now some 
advertisers might elect to discontinue use of 
both Times-Picayune newspapers and substi- 
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tute the Item but the practicality of such a course 
may be limited. At any rate, the wording of the 
majority opinion seems to close the door on 
future court actions aimed at eliminating unit 
plans. 


III. REGULATION OF PRICE COMPETI- 
TION 


A. Price Discrimination 


1. Independent Grocers Alliance Distribut- 
ing Co. v. Federal Trade Commission, 203 F. 2d 
941 (CCA 7, April, 1953). [W-F.B.] 


In some respects the most surprising aspect of 
this case is its tardiness. The principle upon 
which the Commission’s order and the court’s 
decision were based has been clearly established 
in a number of earlier actions, including Biddle 
Company v. F.T.C., 96 F. 2d 687 and Modern 
Marketing Services v. F.T.C., 149 F. 2d g7o. As 
specified in Section 2 (c) of the Robinson-Patman 
Act, brokerage fees or discounts may not be made 
available to intermediaries who act for and are 
connected with buyers (where the requisite in- 
terstate commerce and adverse effect on com- 
petition exist). In this instance the I.G.A., found 
by the Commission to be owned indirectly by 
its “franchised” wholesalers, had received broker- 
age fees from a number of sellers and had passed 
these on to its wholesale buyers.in the form of 
added services, advertising allowances, or stock 
dividends. In many ways, then, the circumstances 
here were almost identical to those in the Biddle 
and other cases decided many years ago. 

It is perhaps ironic that the Robinson-Pat- 
man Act, aimed at reducing chain store compara- 
tive buying advantages, should serve to handicap 
cooperative marketing organizations whose pur- 
pose is to reinforce the independents in their 
struggle against the chains. Unfortunate, too, is 
the fact that the philosophy embodied in Sec- 
tion 2 (c) seems completely untenable. The func- 
tion of a broker is to bring buyer and seller to- 
gether. The statute refuses to recognize that this 
necessary marketing function may be legiti- 
mately performed by buyers’ representatives as 
well as independent middlemen. In the food 
industry, for example, the broker serves in effect 
as the salesforce for smaller packers, performing 
a useful service at low cost. But the same service 
may be performed by the large buyer, e.g., the 
chain store, if it establishes its own buying of- 
fices. In dealing directly with the producer, it 
saves the latter any expenditure for selling, i.e., 
brokerage fees. To flatly deny such buyers the 


opportunity to obtain payment for the functions 
they have assumed is a serious departure from 
our professed principle of permitting competi- 
tion to determine the nature of marketing in- 
stitutions and marketing channels. 


B. Resale Price Maintenance 


1. Schwegmann Bros. Giant Super Market 
v. Eli Lilly, CCH 967,516 (CCA 5, June, 1953). 
[W.F.B.] 


The second stage in the test of the constitu- 
tionality of the McGuire Act, the so-called Fed- 
eral “Fair-Trade” Act, has ended with a not un- 
expected victory for the proponents of resale 
price maintenance. In affirming the lower court's 
decision (reported in the April, 1953, issue of 
this section) the majority of the Fifth Circuit 
Court of Appeals reiterated the opinion that it 
was bound by the Supreme Court’s 1936 decision 
in Old Dearborn Co. v. Seagram Corp., 299 U.S. 
183, upholding the non-signer clause in state fair 
trade laws. The court denied the validity of 
plaintiff's argument that the wording of the 
Supreme Court’s decision in the Schwegmann 
case was so different from that of the Old Dear- 
born case that the court would be justified in 
changing its position. Likewise the majority 
answered Schwegmann’s contention that resale 
price maintenance was economically unsound 
with the familiar “rule” that such economic argu- 
ments must be directed to the legislature since 
they are matters of legislatural policy, not judi- 
cial concern. 

A very vehement dissent to the majority de- 
cision was registered by Holmes, Circuit Judge. 
He noted the force of the Old Dearborn prece- 
dent, but agreed with plaintiff that the Schweg- 
mann decision provides a basis for taking a new 
view of the matter. He then launched into a 
forthright criticism of the Old Dearborn deci- 
sion, taking particular issue with its position con- 
cerning the protection of the seller’s trademark 
rights. He found, for example, that although the 
Supreme Court had based its justification of the 
constitutionality of the law on the right of a 


- brand owner to protect his goodwill it had failed 


to distinguish between goodwill, trade name, and 
trademarks. Furthermore, he emphasized that 
much of what it had said about the possibility of 
separating the name of the product from the 
physical product itself was sheer nonsense be- 
cause federal laws in several fields (including the 
liquor and drug fields in which resale price main- 
tenance is most prominent) absolutely prohibit 
just such separation. In addition to this point, 
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he might have added that the claim, frequently 
reiterated, that a manufacturer’s goodwill is 
damaged by price cutting of his product has very 
little objective evidence to support it. Certainly 
there would be little opposition for a statute 
which allowed a brand owner to set resale prices 
if, and only if, he could show that price cutting 
damaged his goodwill. But such a bill would 
arouse little enthusiasm since the major support 
for resale price maintenance comes not from 
brand owners who are desirous of protecting 
their trademarks, but from groups of retailers 
who seek to avoid price competition at the re- 
tail level. 

The final determination of the constitution- 
ality of the McGuire Act now rests with the Su- 
preme Court, Schwegmann long ago having 
stated that he would carry the appeal to the 
highest tribunal. Any speculation about what 
the court will do is obviously guess-work or wish- 
ful thinking. However, the changes in economic 
conditions that have occurred since 1936, the 17 
years of experience with resale price mainte- 
nance since the Old Dearborn decision and the 
attitude shown toward the maintenance of com- 
petition by the wording of the Schwegmann de- 
cision two years ago render a Supreme Court 
reversal of Old Dearborn within the realm of 


possibility. 
2. Sunbeam Corp. v. Payless Drug Stores, 


CCH {67,492 (D.C.N.D. Calif., May, 1953). 
[W.F.B.] 


The decision in this action has significant im- 
plications, particularly if the constitutionality 
of the McGuire Act does not survive its first 
Supreme Court test (see above). At issue was the 
ability of a manufacturer not only to set resale 
prices but also fully to enforce a policy of re- 
quiring wholesalers to sell only to retailers who 
have agreed to observe minimums. In the ab- 
sence of a legally enforceable non-signer clause, 
a manufacturer may decide to sell only to 
“signers” who are bound by contract to observe 
minimums. This policy has often failed, how- 
ever, because of the difficulty of keeping the 
product out of the hands of non-signers. The 
ruling here may close the loophole. 

Payless, a non-signer, had obtained Sunbeam 
products (before passage of the McGuire Act) in 
spite of Sunbeam’s insistence to its wholesalers 
that they sell only to signers. Payless had been 
able to induce several wholesalers to breach their 
contracts. In response to Sunbeam’s complaint 
the court carefully considered the arguments 
and concluded by enjoining Payless’ activities 


in inducing breach of contract. Such an order 
provides Sunbeam with a powerful weapon, for 
were Payless to continue it would incur penal- 
ties for contempt of court. Should all jurisdic- 
tions adopt the same rule at least a part of the 
function of the non-signer clause might be ren- 
dered unnecessary by this “back door” control 
of the flow of merchandise through channels of 
distribution. (But cf. Masters v. Sunbeam Corp., 


reported in the July, 1953, issue of this section.) 


IV. REGULATION OF CHANNELS OF DIS- 
TRIBUTION 


B. Relations Between Buyers and Sellers: Ex- 
clusive Dealing Arrangements, etc. 


1. Bascom Launder Corp. v. Telecoin Corp., 
204 F. 2d 331 (CCA 2, April, 1953). [W.F.B.] 


Most of the litigation centering around ex- 
clusive dealing contracts has been directed 
against arrangements by which sellers “compel” 
dealers to handle their products alone. (Cf. 
United States v. Standard Oil Co. of California, 
337 U.S. 293 [1949]). In the present action the 
chief complaint is that the seller, Bendix, had 
granted an exclusive agency to the dealer, the 
Telecoin Corporation. The background of the 
case illustrates both the natural manner in 
which exclusive dealing agreements may develop 
and their usefulness to both of the contracting 
parties in many instances. 

In 1938 Farny and Percival, who later or- 
ganized Telecoin, acquired several of the then 
novel Bendix washing machines, equipped them 
with coin meters, and installed them in the 
basement of an apartment house. The idea was 
very successful and expansion followed. As new 
“locations” were added “routes” were developed, 
which the promoters began leasing to “oper- 
ators.” The latter paid a monthly franchise fee 
and bought parts and supplies solely from Tele- 
coin. In 1943 an additional technique was origi- 
nated. A store was established, called a “Laun- 
derette,” which made the machines available to 
a much wider market. The need for heavier duty 
machines as well as the advantages of quantity 
buying then led to negotiations with Bendix 
with the result that Telecoin was designated as 
the exclusive distributor of the machine for 
route and store operations in return for its 
agreement to use only Bendix equipment. Thus 
Bendix recognized the advantage of having 
skilled and aggressive promotion for its ma- 
chines and Telecoin obtained desirable buying 
arrangements and protection, within limits, for 
its operation. 
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The plaintiff in this case, an operator of a 
route, sued for treble damages, charging that 
Telecoin’s operation constituted restraint of 
trade under the Sherman Act and employed an 
illegal tying arrangement in violation of sec- 
tion 3 of the Clayton Act. In the trial the jury 
held that the tying plan (by which operators 
had to buy supplies and parts from Telecoin) 
was not “such as to substantially lessen competi- 
tion or tend to create a monopoly. . . .” How- 
ever, acting on a charge by the judge which 
amounted to a directed verdict, the jury ruled 
that the exclusive dealing contract between Ben- 
dix and Telecoin violated the Sherman Act. 

In the appeal here reported the circuit court 
criticized the lower court judge’s directions to 
the jury and reversed the decision. In doing so 
the opinion pointed out that Bendix had no 
monopoly on washing machines and that there 
was a very reasonable economic basis for the ex- 
istence of the exclusive dealing arrangement. It 
therefore found no significant restraint of trade. 
This seems sound. Potential route operators 
could make use of other brands of washing ma- 
chines (or for that matter, it seems inconceivable 
that they would be completely unable to ac- 
quire Bendix machines). They were certainly not 
foreclosed from the market. If they accepted the 
Telecoin franchise because of the advantages it 
bestowed upon them, they paid for it in the 
form of fees and some restriction on their free- 
dom to purchase supplies. Though this latter 
requirement might have been considered an il- 
legal tying plan, the jury apparently minimized 
its importance, since some evidence indicated 
that not all dealers had been so bound. In all, 
the restraints upon competition seem to be much 
too slight to outweigh the legitimate objectives 
of the exclusive arrangement. 


V. REGULATION OF UNFAIR COMPETI- 
TION 


A. Advertising 
1. United States v. 46 Cartons of Fairfax 


1953). [R-L.W.] 


Cigarettes can be classified as a drug notwith- 
standing the opposite decision in the F.T.C. v. 
Liggett and Myers Tobacco Co. case (see be- 
low). In the latter case the F.T.C. sought to pro- 
hibit medical claims in cigarette advertising, but 
to do so in the given circumstances had to classify 
cigarettes as a drug. The courts refused to ac- 
cept this classification. In the Fairfax case the 


Cigarettes, 21 U.S.L.W. 2606 (D.C.N.J., June, - 


Food and Drug Administration sought to seize 
46 cartons of Fairfax cigarettes for inadequate 
labeling. Under the Federal Food, Drug, and 
Cosmetic Act the requirements for labeling drugs 
are quite stringent and the Food and Drug Ad- 
ministration held the cigarettes were a drug. 

In supporting the agency position the court 
said that, if the label says cigarettes can be used 
for “mitigation or prevention” of various named 
diseases, the seller is not selling just cigarettes, 
but also drugs. There is a common desire to 
avoid diseases. If Fairfax wishes to appeal to that 
desire, it must accept the limitations placed on 
the sale of drugs regardless of whether or not 
the cigarettes actually have any medicinal prop- 
erties. In the opinion of the court the basic ques- 
tion lies in how the public purchases these cig- 
arettes—will the public buy them for smoking 
pleasure or with the hope of relieving disease? 
Since the seller appeals to the latter motive, he 
apparently expects consumers to buy the ciga- 
rettes for medicinal purposes. 

Acknowledging the contrary decision in the 
Liggett and Myers case, the court pointed out 
that Chesterfield claims were of a negative type 
while Fairfax claimed its product would give 
positive help. In a field where competition is of 
an advertising rather than price type such con- 
flicting decisions are inevitable, the court said. 
Some competitors will stop just short of the legal 
limit while others will go just beyond. 

Thus it seems that the physical characteristics 
of a product will not determine whether or not 
it is a drug, but “The use to which a product is 
to be put will determine the category into which 
it will fall.” 

2. Also noted: 


(a) Federal Trade Commission v. Liggett and 
Myers Tobacco Co., 203 F. 2d 955 (CCA 2, May, 
1953) affirmed the district court decision (re- 
ported in April, 1953, issue of this section) which 
held that cigarettes could not be classified as a 
drug. 


B. Non-Advertising Promotional Methods 
1. Rothschild v. Federal Trade Commis- 
sion, 345 U.S. 941 (April, 1953). [R-L.w.] 

The Supreme Court denied certiorari in this 
case thus, in effect, supporting the decision of 
the circuit court (reported in April, 1953, issue 
of this section). This decision prohibited the use 
of deceptive postcards in locating delinquent 
debtors. 
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C. Trade-Marks and Trade Names 


1. American Automobile Assn., Inc. v. Spie- 
gel, 22 USLW 2009 (CCA 2, June, 1953). [R.L.w.] 


An apparent weakness in the Lanham Act is 
brought to light in this decision. The American 
Automobile Association has an emblem which it 
has registered as a trade mark. Without authori- 
zation a gasoline station displayed the emblem 
and the Association sought to prevent this use of 
its mark. 

Infringement, as defined in the Lanham Act, 
is the use of a mark “in connection with the sale, 
offering for sale, ur advertising of any goods or 
services on, or in connection with, which such 
use is likely to cause confusion or mistake or de- 
ceive purchasers as to the source of the origin of 
such goods or services.” The court held that 
under this wording the Association would have 
to prove that the gasoline station used the mark 


on actual products or in connection with actual 
products in a way that caused consumers to 
think the association was the source of the prod- 
ucts. The court then considered whether or not 
this could be done. 

In the court’s opinion the product on which 
confusion among purchasers was most apt to oc- 
cur was the road maps, i.e. road maps are similar 
to products which the Association gives to its 
members. After questioning whether the station 


actually “sold” such maps, the court concluded 


there was no chance for confusion anyway since 
the name of the oil company was imprinted on 
each map. The court then held that, since there 
was no confusion among consumers, the gasoline 
station could display the emblem. 

Since the only reason for the station display- 
ing the emblem would be to benefit from the 
goodwill developed by the Association, the de- 
cision seems to authorize an unfair practice. 
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MARKETING PROBLEMS FOR CALIFORNIA GRAPES, 
by Guy Black. (Mimeographed Report 144, 
The College of Agriculture, University of Cal- 
ifornia, California Agricultural Experiment 
Station, and the Giannini Foundation of Ag- 
ricultural Economics, 1953. Pp. 68.) 


The problem of a surplus product in the Cali- 
fornia grape industry and the many problems 
which are known to be associated with the vari- 
ous surplus removal and stabilization fund plans 
are described and analyzed in Marketing Prob- 
lems for California Grapes. No plan which has 
been suggested appears to Mr. Black to repre- 
sent an ideal solution to the California grape 
problem, and no one plan of action leading to 
the stabilization of the industry is offered. 

Mr. Black begins his analysis by describing the 
annual fluctuation in the volume of the Califor- 
nia grape crop and the effect which this has 
upon market price. He points out, for example, 
that as a result of a heavy 1951 harvest, prices 
for dessert wine dropped from an early 85¢ per 
gallon to 32¢ in the summer of 19532. 

In attempting to find a possible solution to 
the problem of uncertainty of income to grape 
producers, relatively little attention is paid to 
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the advantages which many of us still see in a 
free market situation. Early in the study, some 
form of control program is offered for consider- 
ation as a possible remedy. One by one, the au- 
thor then analyzes the various surplus removal 
proposals that have been advanced. While he 
finds much to recommend a number of these 
proposals, he also sees expense, extreme admin- 
istrative difficulty, possible legal complications, 
and restrictions on the freedom of action of in- 
dividual producers. 

Brief attention is paid to programs designed 
to smooth out year-to-year fluctuations in sup- 
ply, to help growers make better marketing de- 
cisions, to stimulate demand for grapes and 
grape products and to segmental control pro- 


grams. 


While persons interested in the grape indus- 
try will find no ready-made solution to their mar- 
keting problems in this study, they will find 
much factual information and much that they 
should think through before attempting to set 
up a control or stabilization program. Market- 
ing students will be interested in the analyses of 


control programs. Horace B. Brown, JR. 


University of Oklahoma 
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INDUSTRIAL ADVERTISING HANDBOOK, edited by 
Julian Boone. (New York: McGraw-Hill Book 
Company, Inc., 1953. Pp. 325. $6.50.) 


The most common functions in industrial ad- 
vertising are treated in this volume. Each of the 
fifteen chapters is written by an experienced 
practitioner. Such subjects as advertising agen- 
cies, budgets, measuring the market, media selec- 
tion, copy, direct mail, catalogs, sales promotion, 
trade shows, research and public relations are 
analyzed. 

The objective of the editor is to present a 
book that is “comprehensive, factual, practical 

. as a text for new-comers, or a refresher and 
reference for experienced industrial advertising 
people.” This objective is partially accomplished. 
While the book is factual, it falls short of being 
comprehensive and practical. It has value as a 
reference for new-comers, but experienced ad 
men probably will not find it definitive or 
thought provoking. The chapters vary in quality 
and usefulness. The ones on budgets, copy, case 
histories and measuring the market are excel- 
lent. Basic principles are pointed out and ex- 
amples cited. 

The book only touches upon such important 
subjects as advertising research and effective- 
ness; advertising production techniques and 
trends; how to determine the relative impor- 
tance of advertising media and functions within 
a company program; and the merchandising of 
industrial advertising. A common fault of indus- 
trial advertising literature also cropped up in 
this book—several of the authors’ illustrations 
give examples from consumer advertising when 
an industrial case history would have been much 
more to tthe point. 

To summarize: as a reference source for the 
reader new to industrial advertising this book 
provides a general review of the most important 
functions. As a text book it would need consid- 
erable supplementary material to make it ef- 
fective. As a reference for creative ad men it is, 
in most parts, somewhat elementary. 

A stimulating book on industrial advertising 
is needed. Such a book will treat thoroughly 
some of the vital questions confronting indus- 
trial advertising men as well as industrial adver- 
tising functions and institutions. 


RIcHARD C. CHRISTIAN 


Marsteller, Gebhardt and Reed, Inc. 


MARKETING: TEXT AND Cases, by J. Thomas Can- 
non and Jack A. Wichert. (New York: Mc- 
Graw-Hill Book Co., Inc., 1953. Pp. 627. 
$6.00.) 


This is a basic marketing textbook which dif- 
fers materially from the standard texts now be- 
ing used. It is the first such text to combine ex- 
tensive declaratory material with a group of 
business cases. About three-fourths of the book 


(416 pages) is devoted to discussion; 147 pages - 


are given to twenty-six cases; and the remaining 
35 pages are appendix. Each of the sixteen chap- 
ters is followed by at least one case which illus- 
trates some aspect of the area covered in the 
chapter. In addition to the cases there is a series 
of questions at the end of each chapter. 

Although the authors say their objective is to 
“present a picture of marketing in an interesting 
and business-like manner,” the real objective 
seems to be to teach students how to solve mar- 
keting problems. The approach is from the man- 
agement standpoint with a how-to-do-it theme. 
The authors visualize the solution of business 
problems as a three-step process—analyzing the 
situation, planning a program, and taking ac 
tion. These steps form the skeleton of the book. 
The analysis step has four chapters: one each on 
company and product analysis and two on con- 
sumer analysis. Step two, planning a program, 
has six chapters: Product Planning and Mer- 
chandise Selection; Channels of Distribution; 
Promotional Activities; Selling and Sales Man- 
agement; Pricing; and Marketing Research. The 
third step, taking action, is covered in a chapter 
on planning and administering a marketing pro- 
gram. Interspersed over this framework are five 
other chapters on the following subjects: an in- 
troduction to marketing; techniques for solving 
marketing problems; retailing; wholesaling; and 
human relations in marketing. The appendix 
includes the definitions of marketing terms de- 
veloped by the American Marketing Association 
and some material on marketing arithmetic. 

In content the book differs considerably from 
other texts. Marketing functions are given less 
than two pages; government regulation of mar- 
keting has about an equal amount; marketing of 
agricultural products is touched only inciden- 
tally; cost of marketing has less than two pages; 
and no attention is given to marketing efficiency. 
Marketing institutions are disposed of in less 
space than is customary. On the other hand the 
book includes a chapter on how to solve business 
cases, another on company analysis, and one on 
human relations. These are not found in the 
standard texts now in use. In addition more 
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space is given to selling, promotion, and admin- 
istering the marketing program than is custom- 


The authors are to be commended for pio- 
neering in an effort to combine the advantages 
of the case and descriptive methods. In addition 
their efforts to write the text in such a way as to 
encourage students to think are laudatory. Inno- 
vations are usually subjected to criticism. It is 
hoped that the following reactions of the re- 
viewer are at least partially constructive. 

The cases are well chosen and should furnish 
ample opportunity for students to exercise their 
analytical abilities. The questions at the end of 
each chapter are provocative, although the re- 
viewer wondered why such questions were neces- 
sary since the text material itself is liberally in- 
terspersed with questions. A typical page may 
have ten to fifteen questions and frequently en- 
tire paragraphs are given to a series of questions. 
The purpose of these frequent questions is to 
“lead the student to think actively about the 
things he is reading.” Another innovation in 
style was to write the book in “conversational 
style,” i.e. in the second person. Appreciation of 
these devices will probably vary with individuals 
—the reviewer found them more annoying than 
stimulating. 

To make the book interesting the authors 
have used a vast number of examples. A com- 
mon procedure is to give an example, frequently 
quoted from another source, and then to ask the 
student questions about it. In the reviewer's 
opinion too much space is given to this sort of 
thing, particularly in view of the ambitious 
scope of the book. As a result there simply is not 
enough space to discuss adequately all the areas 
involved and the student is asked questions on 
things he will not understand. For example, 
after five pages on agents and brokers the au- 
thors say this concludes the discussion; to test 
your understanding answer the following ques- 
tions. The questions describe situations and ask 
the student to decide the types of middlemen 
that should be used. To overcome the space limi- 
tations lists are used profusely; one list shows 
76 different types of goods and services; a check- 


- list for package design has 50 points; another 


list gives 17 ways in which sales jobs vary. The 
student is left with many points but with little 
in the way of discussion which will aid him in 
understanding the “why” of each point. 

In the reviewer’s opinion the authors have 
tried to take in too much territory and, as a re- 
sult, their treatment tends to be superficial. The 
two chapters on retailing and wholesaling not 


only describe the various types of institutions in 
these areas but also attempt to cover the whole 
areas of retail and wholesale store operation. 
The chapter on selling and sales management is 
a short course in salesmanship plus sales man- 
agement at both the manufacturing and retail 
levels, and the chapter on marketing research 
encompasses the same material as the standard 
texts on that subject. 

This text will give the student experience in 
analyzing marketing problems. The reviewer 
doubts that it will leave the student with an un- 
derstanding of the marketing system and how it 
operates. 

RALPH WESTFALL 
Northwestern University 


SAMPLING TECHNIQUES, by William G. Cochran. 
(New York: John Wiley & Sons, Inc., 1953. Pp. 
330. $6.50.) 


The purpose of this book, in the words of the 
author, is “to present a reasonably comprehen- 
sive account of sampling theory as it has been 
developed for use in sample surveys, with suff- 
cient illustrations to show how the theory is 
applied in practice, and with a supply of exer- 
cises to be worked by the student. My hope is 
that the book will be useful both as the basis 
for a course on sample survey techniques in 
which the major emphasis is on theory, and for 
individual reading by the student who does not 
have access to formal instruction.” 

The statistical and mathematical levels as- 
sumed for the reader include a familiarity with 
elementary algebra and some knowledge of cal- 
culus, although the calculus is required for only 
a limited number of proofs. On the statistical 
side, the book presupposes an introductory 
course in mathematical statistics. To aid the be- 
ginner the earlier proofs are spelled out fully, 
and these, together with the numerous exercises, 
will assist the reader in mastering the notation 
and in understanding the theory and its applica- 
tion. The answers to many of the exercises are 


. given in the back of the book. 


In the short space of 317 pages the author has 
been able to give a thorough, yet concise and 
readable. treatment of the methods and theory 
for many sample designs in common use. More 
important he has provided the tools for extend- 
ing the theory to other sample designs as needed. 

The book is well organized for a course in 
sampling theory, with a lucid explanation of the 
rudiments of sampling and the appropriate 
theory. After an introductory chapter, the suc- 
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cessive chapters treat simple random sampling, 
sampling for proportions and percentages (by 
simple random sampling), the estimation of 
sample size, stratified random sampling, ratio 
estimates, regression estimates, systematic sam- 
pling, type of sampling unit (including a discus- 
sion of the effect of intra-class correlation and 
the use of varying probabilities of selection), sub- 
sampling with units of equal size, subsampling 
with units of unequal size, double sampling (in- 
cluding the problem of sampling on two or more 
occasions), and a brief but penetrating discus- 
sion of the sources of error other than sampling 
errors. The short index is well constructed. 

Recent developments in sampling are thor- 
oughly covered, and new and interesting results 
are derived and presented for guidance in choos- 
ing among alternative methods. For example, in- 
teresting new or recently developed material is 
presented on the size of sample required under 
varying circumstances in order that the sample 
estimates may be reasonably regarded as nor- 
mally distributed, on systematics sampling, on 
sampling on more than two occasions, and on 
numerous other topics. 

There is a typographical error in Theorem 8.6 
(p. 175) where the condition should be 


51° = piss + pia —2p1 > 


instead of that actually given. However, the 
book appears to be remarkably free of such slips. 
In summary, this book is comprehensive, con- 
cise, and well-written, and is highly recom- 
mended to the student and practitioner in- 
terested in the development and application of 
sampling theory to practical survey problems. 


Morris H. HANSEN 
Bureau of the Census 


CrepIT AND COLLECTION PRINCIPLES AND PRAC- 
TICE, 6th edition, by Albert F. Chapin. (New 
York: McGraw-Hill Book Co., Inc., 1953. Pp. 
584. $6.00.) 


This is the sixth edition of a book popular in 
the credit and collection field since 1929. The 
original objective, namely, to present to the 
reader the principles and present-day practices 
of commercial credit, has been retained and 
achieved. 

Except for a change in position of two chap- 
ters the organization of the new edition is essen- 
tially the same as the previous edition. Thirty 
one chapters are divided into three parts: The 
Fundamentals of Credit, Credit Investigation 


and Analysis, and The Protection and Redemp- 
tion of Credit. 

The preface indicates that the current revision 
was undertaken with three objectives: “first, to 
keep the text abreast with the changing laws and 
practices; second, to add a larger number of 
problems for student solution and discussion; 
and third, to accomplish the first and second ob- 
jectives without expansion of the textual ma- 
terial.” 


The first objective has been achieved. The ~ 


materials throughout the book have been care- 
fully revised and conform to present practices 
and laws. Only two examples of many are in the 
inclusion of current consumer credit statistics 
and inclusion of the new system of credit ratings 
used in Dun & Bradstreet reference books. 

The second objective is responsible for a sig- 
nificant change in the new edition. While in 
the previous edition each chapter was followed 
by “Text and Research Questions” only, the cur- 
rent revision has “Text and Research Questions” 
at the end of each chapter and “Problems” at 
the end of all but three chapters. There are a 
total of seventy three problems for student solu- 
tion and discussion, but only about one-half can 
be considered new material since many are 
merely “Text and Research Questions” from the 
previous edition. The number of problems at 
the end of chapters ranges from one to five. 

The sixth edition has only 584 pages in com- 
parison to 654 pages in the fifth edition. A re- 
duction of seventy pages leaves no doubt as to 
the author’s accomplishment of the third ob- 
jective. 

This is a text which emphasizes credit and col- 
lection principles and practice as they apply to 
banks, manufacturers, and wholesalers. While 
the book includes a chapter on consumer credit, 
the purpose of the chapter is merely to provide 
the reader with an understanding of the prob- 
lems and scope of consumer credit. No attempt 
is made to deal with all aspects of consumer 
credit management. 

This book should continue to be a valuable 
source of commercial credit and collection in- 
formation for both the young credit practitioner 
and the classroom students. 

Joseru S. BEGANDO 
University of Kansas 


MARKETING, AN INSTITUTIONAL APPROACH (Re- 
vised Edition), by E. A. Duddy and D. A. Rev- 
zan. (New York: McGraw-Hill Book Co., Inc., 


1953. Pp. 644. $6.00.) 


The revisions made in the 1947 text may be 
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of most interest to the many students of market- 
ing already familiar with the authors’ past efforts. 
In the preface to the second edition is this 
characterization: “The point of view and the 
general outline of the book are the same as in 
the first edition. An effort has been made to im- 
prove on the original performance by adding 
new materials, by clarifying the more difficult 
passages, and by adding illustrative materials. 

“More space has been given in Part I and in 
Appendix C to the theory of the institutional 
approach as applied to marketing. A new chap- 
ter on Merchandising has been added to the 
section on Marketing Functions. Additions have 
been made to the chapters on Future Trading 
and Market Areas. The chapters on Coordina- 
tion and Control have been rewritten. Data from 
the Census of Business of 1948 have been in- 
corporated in the tables and charts.” 

Unquestionably, when this book first ap- 
peared it made a contribution in teachability, 
both as a “change of pace” from the traditional 
texts and as an interesting, tenable approach. 
Its great promise seemed to lie in the institu- 
tional theory of marketing. Of it might have 
been remarked, as one of its authors remarked 
in an “article-review” of another book,! “Theory 
in Marketing has made furrows upon the soil. 
Much fruitful cultivation can and should fol- 
low.” 

Because the major effort in this revision ap- 
pears to be an effort to buttress the “theory of 
the institutional approach,” this aspect may be 
considered first. What is the institutional ap- 
proach, or theory? In Appendix C, The Elements 
of Institutional Theory, it is stated: “an insti- 
tutional view comprehends these elements: (1) 
functional activity, (2) structural organization, 
(3) control, and (4) the economic and cultural en- 
vironment.” It views “the economic order as an 
organic whole functioning through a great va- 
riety of marketing structures.” Again, “in har- 
mony with the biologic analogy, the institutional 
approach places primary emphasis upon a study 
of the structure and functioning (the anatomy 
and physiology) of the marketing organization 
and its component parts (organisms).” 

Of methods, the authors state in Appendix C: 
“The institutionalist follows his problem wher- 
ever it leads, with attention to the concrete de- 
tail which will explain particular situations. He 
has difficulty in reaching generalizations (italics 


1 Theory in Marketing, by Reavis Cox and Wroe 
Alderson, (Chicago: Richard D. Irwin, Inc., 1950). 
Reviewed by D. A. Revzan, JOURNAL OF MARKETING, 
Volume XV, No. 1 (July, 1950), pp. 101-109. 


supplied) which will comprehend all the vari- 
ables and in wrapping up the results of his analy- 
sis in a neat mathematical package. . . . The in- 
stitutionalist makes use of observation and 
analysis in much the same way as other social 
scientists. His method is essentially descriptive.” 

No excerpts, of course, really can be fair, and 
the reader is urged to peruse Appendix C. It 
seems evident, however, that the “theory” con- 
tains imperfections and inconsistencies. Much 
of the reasoning by analogy is brilliant, and the 
insights provided by the conceptual framework 
are both interesting and illuminating. Indeed, 
there is much justice in the claim made (in the 
article-review already noted, p. 109) for the in- 
stitutional theory that “it does set up a pattern 
of the overal! marketing structure into which 
further analysis and theorizing can fit.” Yet, for 
those of us with some prejudice for the insti- 
tutional approach and high hopes for this re- 
vision, a great deal remains to be done. 

To characterize an important, teachable, meri- 
torious text as disappointing carries with it some 
responsibility to indicate how the authors, or 
younger men following their lead, may achieve 
even more “fruitful cultivation.” One possibility 
is to use standard definitions whenever possible, 
“usually a requisite to the development of 
sound theory” as was noted before in this text. 
One of the few references to the Committee on 
Definitions, for example, occurs on pages 34 and 
35 of Chapter III (Merchandising; The Func- 
tion of Marketing Strategy) under the heading 
“Confusions in Meaning.” Neither the original 
nor revised definition is found satisfactory. 

These same pages provide an example of an- 
other possibility: the use of marketing theory 
other than institutionalism, or at least some 
reconciliation with it. Under the same heading, 
“Confusions in Meaning,” reference is made to 
Edmund C. McGarry’s definition of merchan- 
dising. This is the only occasion in the text in 
which reference is made to Theory in Market- 
ing. Moreover, this is the one reference to Wroe 
Alderson (noted on page 35 as Wroe Anderson 


_ [sic], an editor of the volume) and one of two 


references to Reavis Cox (the other concerns 
commission work in the textile industry). E. T. 
Grether also is referred to twice in relation to 
factual aspects of fair trade. Yet each of these 
men, among others, have made many important 
theoretical contributions to marketing, includ- 
ing, for the last two, a recent text. 

In general, the text utilizes far fewer sources 
than the chapter bibliographies provide and 
leans heavily on older sources. Thus the book is 
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uneven. Part IV, Agency Structures of the Whole- 
sale Market, particularly the chapters on the 
marketing of agricultural products, is excellent. 
Part III, Agency Structures of the Retail Mar- 
ket, for another example, also is comprehensive 
and lucid, yet it illustrates the unevenness of 
the book and of this revision as well as the tend- 
ency to rely on too few sources. Chapter XIV in- 
dicates “the revolutionary character of con- 
sumers’ cooperation” by quoting J. P. Warbasse 
(a somewhat strange source for institutionalists), 
utilizes government sources for statistics and 
draws heavily on C. F. Phillips (as of 1938). The 
discussion of Supermarkets, incorporated into 
Chapter XIII, Defenses of the Independent Re- 
tailer, notes non-food line developments in one 
paragraph with emphasis on small-city units and 
on drug and variety chain items. Of nine cita- 
tions, five are for materials published in the 
thirties and one (factual) for material published 
since the first edition. (It should be remembered 
that the authors do not, however, claim to have 
rewritten the entire text; the codes of conduct 
set for publishers’ quintennial rites of spring are 
observed.) The Chapter on the consumer, Chap- 
ter VIII, also uses few sources. All these would 
seem to provide fine opportunities for institu- 
tionalism and recent developments. 

Despite these criticisms, Marketing, An Insti- 
tutional Approach remains a significant book 
both for the light it sheds on many aspects of 
marketing and its search for an overall pattern. 
If it retains, unfortunately, many of the weak- 
nesses of the first edition it also continues and 
enhances the scholarly contributions made. With- 
out doubt it will prove interesting and worth- 
while for reading, teaching, and studying. 


D. F. BLANKERTZ 
University of Pennsylvania 


ADVERTISING (2nd Edition), by Albert Wesley 
Frey. (New York: Ronald Press Company, 
1953. Pp. 756. $6.50.) 

An outstanding characteristic of the first edi- 
tion of Frey’s Advertising becomes even more 
apparent in this revision of the work. The “why” 
as well as the “how” of advertising receives a 
much-needed share of attention. With but few 
exceptions textbooks in this field have been 
slanted toward the somewhat narrow technical 
training of practitioners. Without in any way 
slighting the “practical” side of the subject Frey 
has balanced this approach by developing what 
might be termed its management aspects, that is, 
the evaluation of advertising, among other pro- 


motional tools, as a means of achieving various 
possible objectives in a market composed of con- 
sumers with determinable economic, social, and 
psychological characteristics. The combination 
of approaches has much merit. The potential 
advertising specialist obtains his technical train- 
ing broadened by a fuller understanding of its 
place in marketing strategy. The future general 
executive receives a sound grounding in the 
specific capabilities of advertising coupled with 


a desirable appreciation of the varied skills and — 


technical problems involved in the proper use 
of the tool. 

The organization of the book reflects these 
dual viewpoints. The first ten chapters are de- 
voted to a consideration of topics of a fundamen- 
tal background nature, including chapters on 
product design, packaging, brand names, adver- 
tising research methods, market measurement 
and change, appraisal of advertising opportuni- 
ties, and consumer motivation. Thereafter six- 
teen chapters provide a thorough coverage of 
such technical aspects of the field as media, copy 
writing, layout, typography, and printing. Four 
ensuing chapters deal with copy testing, dealer 
cooperation, and the appropriation. The final 
chapters present the economic, social and ethical, 
and legal standards against which the contribu- 
tions of the profession may be gauged. Every 
topic of importance in advertising has been 
given reasonably thorough treatment. That this 
scope has been achieved in 740 pages indicates 
the compactness of the book. Fortunately, the 
author’s style is clear, straight-forward, and read- 
able. Although quite similar in organization to 
the first edition, substantial additions have been 
made and most of the work has been extensively 
rewritten and brought up to date. The changes 
contribute further improvement to an already 
excellent work. 

F. Brown 


University of California, Los Angeles 


ForEIGN COMMERCE, by Harold J. Heck. (New 
York: McGraw-Hill Book Co., Inc., 1953. Pp. 
512. $6.50.) 

The existing books in the field of foreign 
trade range from those which are concerned al- 
most exclusively with the mechanics and tech- 
niques of trade as, for example, McDonald, Prac- 
tical Exporting and Rosenthal, Techniques of 
International Trade through those which give 
considerable attention to the practice of foreign 
trade but also discuss commercial policy and the 
economic implications of foreign trade such as 
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Huebner and Kramer, Foreign Trade Principles 
and Practices and Horn, International Trade 
Principles and Practices. 

In this volume, Professor Heck has as his 
stated purpose “the integration into one volume 
of the practical and theoretical aspects of inter- 
national economics.” Consequently, his book has 
less emphasis on the techniques of foreign trade 
than any of the above, and conversely, gives 
greater emphasis to commercial policy, the eco- 
nomic aspects of foreign trade and the activities 
of international economic organizations. Three 
of the five parts of the book deal with these areas. 
Some 130 pages, about one-quarter of the book, 
are devoted to the institutional structure and 
procedures of foreign trade compared with ap- 
proximately one-half of the space in the Hueb- 
ner and Kramer and Horn texts. 

Another significant departure from existing 
texts is the author’s emphasis on a broad concept 
of foreign commerce which he defines as the ex- 
change of goods and services of all types, both 
by individuals and governments. Therefore, he 
is concerned from the beginning with essentially 
all of the components of the Balance of Pay- 
ments rather than just the merchandise items 
which have received the major share of attention 
in the above-mentioned books. 

Professor Heck’s book will be particularly 
suitable for those schools which offer a single 
course in international trade in contrast with 
those which have separate courses in foreign 
trade and international economics. For use in 
such a course, this text presents a well-balanced 
and well-written treatment of the significant ma- 
terial in the field. The writing style is clear and 
interesting, and the author has succeeded in 
extracting the core of the subject matter from 
this broad area while eliminating much of the 
detail which is available elsewhere. 

In those schools where two or more courses 
are given in the international trade field the use- 
fulness of the book is not as clear. It hardly con- 
tains enough on procedure to enable it to be 
used as the basic text in a specialized foreign 
trade course. Likewise, it does not have quite 
the emphasis usually found in international eco- 
nomics courses. Those teaching courses where 
problems of coordination within the field are 
involved will need to examine the book care- 
fully in the light of their own requirements. 

For those in business who wish to secure an 
over-all view of foreign transactions and an 
understanding of their economic implications, 
this book will serve very well. In this respect, as 


well as for academic use, Professor Heck has 
made a welcome contribution to the field. 


Epwin H. Lewis 
University of Minnesota 


CooPERATIVE ADVERTISING, by Mosher Hutchins. 
(New York: The Ronald Press Company, 1953. 
Pp. 255. $6.00.) 

Cooperative Advertising is written for dealer, 
manufacturer and agency personnel and is de- 
signed to show how both dealer and manufac- 
turer can make more profit from this form of 
advertising. The book can serve as a practical 
guide and reference work for all those engaged 
in the field of cooperative advertising. 

The book is centered about the various media 
which are available for cooperative advertising, 
running the gauntlet from newspapers and di- 
rect mail to radio, television, magazines, out- 
door panels and film strips. The author has tried 
to give complete coverage of the various factors 
to be considered and jobs to be done for a suc- 
cessful cooperative campaign in each medium. 
To accomplish this he has devised a simple but 
effective pattern which each chapter follows. 

First, the medium is explained, then the sub- 
ject of cost is covered, pointing out who bears 
the responsibility for the creation of the adver- 
tising and where applicable, how space or time 
costs are divided. Evaluation of both the me- 
dium and the advertising is the second subject 
for discussion showing the dealer how to select 
those publications, outdoor panels and broad- 
casting or televising facilities which will be most 
productive. In addition, he is urged to evaluate 
the advertising the manufacturer supplies and to 
use only that which meets the standards of sound 
retail advertising. Timing of the advertising is 
thoroughly considered, pointing up the need for 
careful synchronization of local and national ad- 
vertising as well as seasonal aspects, special 
events, etc. The author then points out the value 
and methods of pretesting advertising for each 
medium. For the manufacturer, tested advertis- 


_ ing is more readily accepted by the dealer and 


from the dealer’s viewpoint testing each cam- 
paign on a limited scale permits him to judge 
how it will pull for him before he is committed 
to the full campaign. 

Finally, the subject of the dealer follow 
through is presented and this is one of the most 
important sections of each chapter. As the au- 
thor states, “When cooperative advertising fails 
to produce adequate sales, the fault may be with 
the way the specific advertising is carried out 
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rather than with the advertising itself.” This 
portion of each chapter takes the dealer step-by- 
step through the responsibilities of scheduling, 
coordination of advertising effort, keeping his 
sales staff informed of the program, record keep- 
ing and obtaining proper credit. 

At the end of the book the author presents a 
summary in which he sets forth the responsibili- 
ties of both manufacturer and dealer and points 
out that the success of cooperative advertising 
“depends on the type and amount of coopera- 
tion given to the dealer by the manufacturer 
and the type and amount of cooperation given 
the manufacturer by the dealer.” 

The author has presented his material clearly 
and concisely and has organized it in a logical 
manner. For the dealer this book presents a 
rather complete guide to the handling of coop- 
erative advertising. The manufacturer will find 
it is an excellent guide and reference work. 
However, it fails to cover the subject of control 
methods for dealers. Well developed plans for 
controlling expenditures and timing can mate- 
rially influence the profitability of cooperative 
advertising. 

F. R. CAwL, JR. 
Hearst Advertising Service 


Cas—E PRoBLEMS IN SMALL BuSINEss MANAGE- 
MENT, by Pearce C. Kelley and Kenneth Law- 
yer. (New York: Prentice-Hall, Inc., 1952. Pp. 
258. $2.85.) 


This book contains 68 case problems concern- 
ing the management of small business enter- 
prises. Although the cases were compiled pri- 
marily for use with the authors’ text, How to 
Organize and Operate a Small Business (1949), 
they are applicable to any beginning course in 
general business or small business. 

' The cases are presented as a basis for either 
class discussion or written assignment. They av- 
erage less than four pages a case and approach 
the problems of small business from a principles 
point of view and not from a detailed analysis 
viewpoint. At the end of each case, pertinent 
questions are given to guide discussion or serve 
as written assignments for the students. 

A logical organization of the cases is arranged 
within the following scope of subject material: 
Small Business; An American Essential; Em- 
ployment or Your Own Business; Factors of Bus- 
inéss Success; Appraising a Going Concern; Jus- 
tifying the New Business; Financing and Or- 
ganizing the Business—Selecting the Profitable 
Location; Physical Plant and Layout; Establish- 


ing Business Policies; Management and Leader- 
ship; Employee Relations; Relationships with 
Resources; Advertising and Sales Promotion; 
Pricing for Profit and Turnover; Expense Con- 
trol; Regulations and Taxes; Credit; Records; 
and Small Business in the Future. Under each 
of the above classifications, several individual 
cases are grouped. 

It is the intent of the authors to provide 


through their cases a method of training others _ 


for small, independent business ownership. Con- 
sequently, the case materials emphasize plan- 
ning, the use of factual information, the weigh- 
ing of alternative courses of action, and decision 
making based on the best available data. Each 
case is written in simple terms and language. 
The situations are realistic and interesting. Suf- 
ficient information and facts are presented for 
intelligent discussion and general conclusions. 
No answers are given for the cases. Instructors 
and students must rely upon guiding questions 
or suggestions at the end of the cases. 

A special feature of the book is what the au- 
thors call a usage chart. This chart shows appro- 
priate problems, by chapter, for most of the 
existing textbooks for small business courses. An 
instructor in a course on small business manage- 
ment will find the chart a useful device in plan- 
ning his course and making class assignments. _ 

It is believed that the authors of these cases 
have made a useful contribution to the teaching 
and study materials in the small business field. 
Instructors who are seeking short, practical case 
problems to augment text materials in small 
business courses will find the cases easily adapted 
to their needs. 


Joun F. MEE 
Indiana University 


How To MAKE $25,000 A YEAR SELLING, by 
Charles B. Roth. (New York: Prentice-Hall, 
Inc., 1953. Pp. 153- $3-95-) 

The basic elements which professionalize the 
salesman’s career are presented in this volume. 
The reader is expected to have previously ac- 
quainted himself with the basic principles of 
selling. In general summary, here are the ele- 
ments by which a salesman develops a selling 
“philosophy of life.” He will find that his eco- 
nomic reward will increase with the constant ap- 
plication of these ideas to his thinking. It is in- 
teresting reading. Salesmanship classes at the 
college level will find it useful as a supplemen- 
tary reference. Sales managers who subscribe to 
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constant self-evaluation by their sales personnel 
would do well to recommend this book to their 
sales forces. 

B. F. TRIMPE 
Stokely-Van Camp, Inc. 


ADVERTISING THEORY AND PRACTICE (4th Edi- 
tion) by C. H. Sandage. (Chicago: Richard D. 
Irwin, Inc., 1953. Pp. 642, $6.00.) 


The present edition of this widely used text 
represents a thorough revision. “Several new 
chapters have been added; many of the old 
chapters have been completely rewritten; and 
all have been brought up-to-date.” The author’s 
belief that research provides the foundation 
upon which successful advertising programs are 
built is reflected in the content and organiza- 
tion of this book. Twelve of the 33 chapters 
deal with the application of research to advertis- 
ing. Five of these describe the kinds of tools 
with which the advertiser works in preparing the 
background for effective advertising, for exam- 
ple, consumer research, product analysis, market 
analysis; one chapter deals with measurement of 
psychological appeals; one with sources of in- 
formation about media; and five give a very 
comprehensive treatment of copy testing. 

One of the strengths of Sandage’s work has al- 
ways been its treatment of the socio-economic 
aspects of advertising which many authors side- 
step or fail to cover objectively. Some may ques- 
tion the desirability of locating the section on 
“Basic Values and Functions” at the beginning 
of the book before the student has had the op- 
portunity to acquire elementary information use- 
ful in evaluating the broad social, economic and 
consumer impacts. However, the reader will find 
these chapters clear, interesting, and informa- 
tive. 

The treatment of the mechanics of producing 
the advertisement has been improved. The au- 
thor has done a competent job on copy and lay- 
out, without the verbosity often found in the 
presentation of the creative aspects of advertis- 
ing. 

Mention should be made of the rather sum- 
mary treatment accorded to media. An impor- 
tant part of the equipment of any advertising 
scholar is a thorough understanding of the di- 
mensions and uses of all media. Professor Sand- 
age skillfully condenses this subject into four 
chapters, but to this reviewer it appears that 
much has been lost in the process. 

A new chapter, “Nonproduct Advertising,” 
gives attention to “idea” advertising with the 


thought that this form of persuasion may well 
become as significant in the growth of advertis- 
ing in the next decade as was research two dec- 
ades ago. Specifically the topics covered in this 
chapter are: Meaning of Nonproduct Advertis- 
ing; Advertorials; Public Relations; Association 
Advertising; The Advertising Council; Religious 
Organizations; Idea Advertising and National 
Welfare; and Reversing the Flow of Idea Ad- 
vertising. Other worthwhile chapters on specific 
phases of advertising are the Advertising Depart- 
ment and Retail Advertising. On the other hand 
the reviewer would like to have found special 
treatments on foreign and industrial advertising. 

In summary Sandage’s new book continues the 
high standards found in past editions. It is sound 
and scholarly without being dull and is written 
with commendable conciseness. 


WILLIAM T. KELLEY 
University of Pennsylvania 


ADVERTISING PRINCIPLES AND PROBLEMS, by James 
D. Scott. (New York: Prentice-Hall, Inc., 1953. 
Pp. 803, $6.50.) 


Professor Scott’s book will inevitably invite 
comparison with the similar work of his former 
teacher, Professor Neil H. Borden. Borden’s in- 
fluence is obvious and is freely acknowledged by 
Professor Scott. Both books present advertising 
principles and cases from the point of view of 
executive management. Both men assume that 
the essential learning process centers in the 
analysis of actual cases but that some assistance 
in the form of text material may be needed by 
most students. 

Professor Scott, however, makes far more ef- 
fort to set up his text material in a manner cal- 
culated to guide and direct the student’s precise 
approach to the analysis of the cases. Not only 
is the text matter carefully correlated with the 
cases and the principles to be illustrated out- 
lined sharply, but sample cases are developed 
with the author’s commentary to show how the 
cases can be analyzed. Lengthy lists of questions 
guide the student’s thinking to the highlights of 
each case. In your reviewer's opinion this is a 
worthwhile contribution. Few advertising stu- 
dents are so mature and experienced that they 
do not need the kind of guidance that Professor 
Scott tries to provide. 

The topics about which the cases are grouped 
are mostly familiar and the list is reasonably ade- 
quate in scope. There are two omissions which 
seem surprising in a work devoted to the execu- 
tive management point of view. One is the rela- 
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tion of the advertiser to his advertising agency. 
This topic is given ten pages of text but treated 
only incidentally in the cases. The other is in- 
stitutional advertising which is dismissed with a 
page in the text and only passing reference in 
the cases. 

In addition to the detailed case histories there 
are a number of short summary cases. Teachers 
of undergraduates might welcome the inclusion 
of even more of these for purposes of repetition 
and review. 

Unlike most other compilers of case books 
Professor Scott identifies the various assistants 
who wrote up the cases. This is a felicitous ges- 
ture and surely no more than the writers deserve. 
Perhaps even a byline would not be amiss. 

A limited number of “laboratory exercises” 
in copy and layout.are included in an —. 
There is an adequate index. 


H. KRAUSKOPF 
Ohio University 


How I LEARNED THE SECRETS OF SUCCESS IN AD- 
VERTISING, by G. Lynn Sumner. (New York: 
Prentice-Hall, Inc., 1952. Pp. 246. $4.95.) 


Any man with five grandchildren, to whom 
this book is dedicated, is entitled to a fair hear- 
ing. If, in addition, he is a past president of the 
Association of National Advertisers, what he has 
to write about advertising should warrant read- 
ing. This reviewer will simply repeat verbatim 
some of the basic principles of selling through 
advertising that are illustrated in the book. 

Mr. Sumner’s early background was largely in 
the field of selling by mail. Some of the things 
he learned were the following: 


“Find out what the law of averages can do for 
you before you learn to your sorrow what it can 
do to you.” 

“Write your ad to one person, because only 
one person is reading it at any one time.” 

“One good method of studying a publication’s 
character is to analyze its editorial content.” 

“Position is the life-blood of the mail-order 
advertiser, and the struggle to get consistently 
good position is a continuous battle.” 


Mr. Sumner has been the main speaker at ad- 
vertising clubs in many cities. He says that when 
one gets to be the president of a national organi- 
zation he “is assumed to be endowed with great 
wisdom and a profound knowledge of the prac- 
tice of his profession.” From these assignments 
he learned that “all people, and especially ad- 


vertising people, are interested in specific ex- 
amples, not in generalities.” Mr. Sumner has 
filled his book with such “specific examples.” 
Those who have attended these meetings and 
heard Mr. Sumner talk probably received one of 
the multigraphed copies of his ““Ten Command- 
ments of Copy Writing.” These really summarize 
the principles which are presented in this book. 
These “Ten Commandments” are: 


1. Learn all about your proposition before you 
write anything about it. 

2. Organize your material. Get it down in or- 
der, from the viewpoint of the buyer’s in- 
terests—not yours. 

3- Decide to whom you are writing. Remember, 
it is a person, not a circulation or a list. You 
are writing a letter, not a speech. 

4. When you are ready to write, keep it simple. 
That does not mean writing down to any- 
body. Avoid high-flown phrases. 

5. Use meaningful words and phrases—words 
that stir the emotions, make the mouth wa- 
ter, make the heart beat faster. 

6. Don’t try to be funny. To try and fail is 
tragic. Few people can write humorous copy, 
few products lend themselves to it. Remem- 
ber, the most serious of all operations is 
separating a man from his money. 

7. Make your copy specific—names, places, what 
happens to whom. 

8. Write to inspire confidence. Prove your 
points. 

g. Make your copy long enough to tell your 
story—and quit. No copy is too long if it 
holds the reader’s interest. One sentence can 
be too long if it doesn’t. 

10. Give your reader something to do and make 
it easy for him to do it. Tell him where to 
get what you have to sell, how much it costs 
—and why he should do it now. You've writ- 
ten your copy—cash in on it! 


There is nothing new in these ten command- 
ments. The same things have been said many 
times by many people. They must, however, be 
constantly taught and constantly repeated for 
each new generation of advertisers just like the 
original ““Ten Commandments.” Moreover, old 
advertisers must be ever reminded of their truth 
and their applicability to each advertising situa- 
tion or problem must always be demonstrated. 
Although this may be just another book on 
advertising, it is recommended reading for ad- 
vertisers, young and old. It tells how these prin- 
ciples were applied in actual, nation-wide sell- 
ing campaigns: the copy that was used; the rec- 
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ords that were kept; and the results that were 
obtained. Ideas lurk on almost every page. In- 
deed, it is the hope of the author that as a 
source of ideas, the book will prove its value. 


Harotp M. HAAs 
Temple University 


INDUSTRIAL TRAFFIC MANAGEMENT, by Thurman 
W. Van Metre. (New York: McGraw-Hill 
Book Co., Inc., 1953. Pp. 552. $6.50.) 


For a number of years there has been no con- 
tribution to the literature of industrial traffic 
management comparable to this work. The au- 
thor has explained what industrial traffic man- 
agement means; he has pointed out the chief 
problems with which the traffic manager in in- 
dustry, retail organizations, chambers of com- 
merce and trade associations is likely to be con- 
fronted; he has discussed at some length many 
of the technical features of traffic management; 
and he has given to the student of traffic man- 
agement, as well as to the professional traffic 
manager, an excellent conception of the knowl- 
edge and training he must have in order to at- 
tain proficiency. 

Throughout the book the author takes the 
wise position that while reading, study of books, 
and attendance in traffic courses of an educa- 
tional institution can do much to illuminate and 
interpret experience, they are never to be re- 
garded as a substitute for that experience. This 
is true in all fields of business education but 
never more so than in industrial traffic manage- 
ment. 

The author did not intend this as a work on 
transportation as such. He deals with the physi- 
cal operation of transportation facilities and the 
business practices and policies of the transporta- 
tion industry only to the extent that they effect 
the consumer, the purchaser of transportation 
service. Although the economics of transporta- 
tion and such topics as the theory of rates and 
regulation by the Federal Government are cov- 
ered, the treatment is in the nature of a re- 
view of what the would-be traffic manager should 
have studied elsewhere. 

Unfortunately it is the devotion of nine of 
twenty-six chapters to topics which will have 
been covered in other transportation courses at 
most universities which will mitigate against the 
use of this book as a text in their courses in In- 
dustrial Traffic Management since the student 
will become impatient of such repetition, and 
rightfully so. However, for those who are study- 
ing industrial traffic management outside of 


such institutions or for the marketing man who 
wants to know what this important function of 
his field is all about, the author’s treatment will 
be stimulating and informative. For such read- 
ers the book is highly recommended. 


Joun H. FREDERICK 
University of Maryland 


OPEN THE MIND AND CLOSE THE SALE, by John M. 
Wilson. (New York: McGraw-Hill Book Co., 
Inc., 1953. Pp. 256. $3.75.) 

This book is unusual in form and content. 
The author achieves his objective, which is to 
set forth basic principles and methods of selling 
in a practicable and understandable manner. A 
large number of examples of wide applicability 
are drawn from his own experience as Vice- 
President in Charge of Sales at The National 
Cash Register Company. 


The book supplies helpful guidance for a’ 


salesman interested in self-training, self-motiva- 
tion, and better creative selling techniques. 
Chapter I, “The Salesman and the American 
Way of Life,” shows the salesman’s responsibil- 
ity in keeping the wheels of industry moving. 
Chapter II, “The Need for Sales Training,” em- 
phasizes the need for training, training methods, 
training fallacies, and how a salesman can build 
his future on the tested experiences of others. 
In Chapter III, “Today’s Professional Sales- 
man,” actual positive and negative examples are 
used to indicate the qualities needed by a sales- 
man. Chapter IV, “Motivating Salesman” is a 
continuation of the previous chapter with em- 
phasis on the salesman’s responsibilities in re- 
spect to his job, company and customers. On 
pages 67 and 68 is found a Salesman’s Profit and 
Loss Statement which is representative of the 
many unique summary presentations of this 
nature found throughout the book. Chapter V, 
“Selling With a Plan,” develops a creative sales 
presentation in such a concise manner as to make 
it one of the most valuable contributions to this 
subject that this reviewer has read. Chapter VI, 
“Types of Prospects and How To Handle 
Them,” is illustrated with interesting pictorial 
illustrations of various types of prospects. Chap- 
ter VIII, “How to Handle Objections,” as 
throughout the book, includes an appraisal of 
good and bad statements used by salesmen. The 
remaining chapters, “The Salesman’s Day,” and 
“Selling Has Responsibilities,” touch on the im- 
portance of additional selling activities such as 
good-will building not discussed elsewhere in 
the book. 
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Open The Mind and Close The Sale was 
written to help the practicing salesman improve 
his selling effectiveness. Also it will be of value 
to others. Sales training directors, particularly, 
will find this book provocative reading. Branch 
managers can use it as a source of interesting in- 
formation to be used in planning meetings that 
will appeal to salesmen. Teachers of salesman- 
ship will want to consider it for collateral read- 
ing and those professors of salesmanship who 
have developed their own student projects and 
supplementary reading materials might find this 
book very satisfactory as a textbook. 


Cuarves L. Lapp 
Washington University 


Demanp ANALysiIs: A Study in Econometrics, 
by Herman Wold in association with Lars 
Jureen. (New York: John Wiley & Sons, Inc., 
1953- Pp. 358. $7.00.) 

Herman Wold’s Demand Analysis, which is a 
study of the statistical methods employed in the 
stochastic approach to economics, appeals to 
three kinds of readers. The general reader will 
find an excellent non-technical survey of demand 
analysis in Part I of the book. Like Tintner’s in- 
troduction to his Econometrics it describes the 
general setting of the problems before entering 
any technical presentation of the methods in 
Parts II, III and IV. Market analysts will be 


basic knowledge in calculus and mathematical 
statistics will appreciate the closely knit techni- 
cal presentation which forms the major portion 
of this study in econometrics. If they want to 
master the techniques, they will find a wealth of 
exercises covering the theory of preference fields, 
of process analysis and regression. 

One of the highlights of the first chapter is 
the emphasis on the integration of time series 
data about market statistics with cross section 


data about family budgets. Another is the stress ~ 


on the explicit treatment of the time element: 
In Wold’s three-equation model of the supply 
and demand situation only one, that of Con- 
sumers’ Demand, shows dependence upon pre- 
vailing prices; the second equation makes sup- 
ply dependent upon prices prevailing at the 
time when the output of the current supply had 
to be started; the price setting equation imputes 
that the distributor evaluates the unbalance be- 
tween demand and supply at the same time. The 
timing of these assumptions permits a recursive 
derivation of the three unknown elements, de- 
mand, supply and price for successive periods. 
It embodies a one-way causal mechanism which, 
as Wold insists later on, is a prerequisite for the 
application of regression analysis. The first chap- 
ter closes with a survey of empirical findings. It 
may be of interest to compare the Swedish ex- 
perience during 1933 with the American ex- 
perience for 1935-36 and 1929-1940. 


ELASTICITIES WITH RESPECT TO INCOME 


—_ For Sweden For the United States 
iture 
Group Cross Section Analysis Historical Analysis 
(1) (2) (3) (4) (5) 
Wage- Middle Nat. Res. Income and Expenditures 
Earners Class Committee for 1929-1940 stated in 
current constant 
1933 1933 1935-36 prices prices 
Food 53 44 52 .99 54 
Clothing .96 .93 1.00 1.03 .95 
Housing 1.28 .79 78 38 21 
Furniture 1.41 .94 97 1.28 1.40 


Col. (1) and (2): Wold, p. 21, also 260. Col. (1) includes low grade employees. 
Col. (3) to (5): Ruth P. Mack, ‘“‘Changes in Income and the poe | 9 Function,” Review of Economics 


and Statistics, Vol. 


mostly interested in the empirical findings which 
are covered in the last portion of the book in 
Part V. Wold and Jureen discuss Swedish ex- 
perience with family budget data on consump- 
tion expenditures, budget and market data on 
food and their bearing on the demand for agri- 
cultural products. Those who command the 


X, Nov. 1948, p. 250 (Harvard 


niv. Press). 


The second chapter is devoted to a spirited 
defense of the classical regression analysis. Wold 
stresses the necessity of a complete subject mat- 
ter discussion and emphasizes the difference be- 
tween time series and other types of statistical 
analysis and the need for proper causal ex- 
planation. 
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The third chapter is an outline of theoretical 
requisites. The first topic is an introduction to 
Part II: Wold’s axiomatization of Pareto’s pref- 
erence field treatment on consumers’ demand 
and some of its various applications. A discus- 
sion on recursive models for aggregative dynamic 
analysis and a survey of statistical requirements 
are presented as a preparation for Parts III and 
IV which are devoted to stationary processes and 
regression analysis. 

The American reader will regret that the 
crucial field of consumers’ durable goods is com- 
pletely omitted. In analysing this demand the 
knowledge of specific commodity factors, such as 
consumers’ stock, is indispensable. The incor- 
poration of a set of specific commodity deter- 
minants into an integrated system covering all 
goods and services according to their response to 
income would make for an unwieldy theory. The 
difficulty can be resolved by foregoing complete 
consistency: Analyzing the impact of specific 
factors under “normal budget pressure” and 
introducing the resulting demand estimate as a 
measure of budget pressure into the system. 

Normally the practical researcher has to de- 
vote all his efforts to the details of a specific 
market and cannot afford more than the barest 
essentials of a formal apparatus. Wold’s book 
is an invitation to appraise the general setting 
of a specific market and the formidable array of 
contemporaneous theory placed at his disposal. 


PAUL BoscHAN 
Econometric Institute 


Docror’s DissERTATIONS AND MASTER’s THESES IN 
MARKETING. 


To be completed by June, 1954. 
[Prepared by Robert Bartels Ohio State University] 


COMMODITY-INDUSTRY 


Doctor 


1, C. Curtis Cable, Jr., Economic Analysis of Fluid 
Milk Distribution in Small Communities in Min- 
nesota, Minnesota. 

2. Roger Lee Chambliss, Jr., Effects on Farm 
Profits of Organizational and Operational Vari- 
ations Within a Fixed Pattern of Size of Farm 
and Acreage of Dominant Crop, Minnesota. 

3. Robert I. Chien, Analysis of Hong Kong Trade, 
with Special Reference to Tung Oil, Minnesota. 

4. Kenneth Davis, Marketing by Household Furni- 
ture Manufacturers: A Critical Evaluation, 
Chicago. 

5. William H. Day, The Marketing of Colorizer 
Paint, Ohio State. 


15. 


16. 


17. 


. George Edwards, Frozen Food Industry, Indi- 


ana 


. Warren W. Etcheson, Marketing Adjustments 


to Changing Factor Prices in the Food Industry, 
Iowa Siate. 


. Harlow W. Halvorson, A Study of Agricultural 


Income and Its Relation to National Income, 
Minnesota. 


. Ralph G. Hook, The Marketing of Used Farm 


Machinery, Texas. 


. Jerry M. Law, The Development of a Classifica- 


tion of Market Structures for Agriculture, Min- 
nesota. 


. Charles E. Lee, Economic Effects of Sanitary 


Regulations Relating to Milk Markets, Minne- 
sota. 


. Taylor W. Meloan, The Development of the 


Trailer Coach Industry, Indiana. 


. Charles Quittmeyer, Chesapeake Bay Seafood 


Industry, Columbia. 


. Robert S. Raymond, A Study of the Economics 


of Wool Grease Recovery in the United States, 
with Special Reference to Marketing, Ohio 
State. 

Vernon L. Sorenson, A Study of the Nature and 
Cost of Government Programs Affecting Po- 
tatoes and Their Impact on Intermarket Rela- 
tionships, Minnesota. 

George P. Summers, An Economic Study of the 
Price Support and Control Program for Burley 
Tobacco, Minnesota. 

Theodore R. Yantis, A Marketing Study of the 
Prefabricated Housing Industry, Ohio State. 


Master 


. Mervin Cohn, The Candy Bar Market, Saint 


Louis. 


. Charles Eldridge, An Analysis of the Organiza- 


tion and Operation of the Florida Citrus Com- 
mission with Reference to Its Application to the 
Texas Citrus Industry, Texas. 


. Ina Elizabeth Freeman, Potentialities of the 


Myrtle Wood Industry in Southern Oregon, 
Oregon. 


. Lawrence Grady, Marketing Channels for Out- 


of-Season Fresh Produce, Michigan State. 


. H. M. Humpidge, Drive-In Theatres: A Grow- 


ing Agency for Exhibiting Motion Pictures in 
Alabama, Alabama. 


. William Iulo, Some Economics Implications of 


the Importation of Natural Gas into the Pacific 
Northwest, Washington State. 


. Theodore Lyon, Factors Affecting the Produc- 


tion of Copper in Montana, with Special Ref- 
erence to Cyclical Fluctuation, Minnesota. 
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8. 


9. 


10. 


11. 


12. 


13. 


14. 


15. 


16. 


17. 


10. 


11. 


V. V. Oravet, A Survey of American Fashions 
and Fads in Apparel, Long Island. 

Bruce L. Powers, Future Filaments and Fabrics, 
Long Island. 

C. V. Reed, Band Instrument Manufacturing in 
Elkhart, Indiana, Butler. 

Charles Stanulis, Merchandising of Eggs Within 
a Retail Food Chain Store, Michigan State. 

Saul M. Taks, The Effect of Synthetic Fibers on 
the Natural Fiber Market, Long Island. 

Marvin Urban, Man In Sheeps’ Clothing, Long 
Island. 

Gireesh C. Varma, A Product Line for a Small 
Pharmaceutical Manufacturing Concern in In- 
dia, Washington. 

Alan Vestrich, The Market Relations of the 
Rayon and Cotton Industries in the United 
States, Texas. 

Raymond Thomas Vixon, Potentialities for the 
Manufacture and Sale of Agricultural Machin- 
ery and Equipment in the State of Washington 
and the West, Washington. 

John L. Wehrle, An Evaluation of Competitive 
Forces in the Gasoline Market in Saint Louis, 
Saint Louis. 


RETAILING 


Doctor 


. Gordon G. Barnewall, An Analysis of Shopping 


Centers in the Washington D. C. Area, Ohio 
State. 


. Edward Barnet, Innovation in Retailing, Co- 


lumbia. 


. Newel W. Comish, Mark Downs in Department 


Stores, Ohio State. 


. Allen F. Jung, Small Town Retail Buying, Chi- 


cago. 


. Lewis L. Manhart, Department Store Credit 


Management, Ohio State. 


. Paul R. Merry, An Examination of the Nature 


and Functional Significance of a Retail Business 
Street: A Case Study of East Colfax Avenue, 
Denver, Colorado, Northwestern. 


. William S. Peters, Centralization of Retail 
Trade Within the Philadelphia Standard Metro- 


politan Area—1939 and 1948, Pennsylvania. 


. John K. Pfahl, An Analysis of Concentration in 


Retailing, Ohio State. 

Gerald F. Price, Denver Retail Store Mortality, 
Pittsburgh. 

Martin L. Shotzberger, Stability and Flexibility 
in Department Store Organization, Ohio State. 
John E. Wright, The Development of Policies 
Affecting the Marketing Operation of the Jewel 
Tea Company Inc., 1901-1951, Ohio State. 


10. 


11. 


Master 


. F. F. Avery, Second Night Openings in Depart- 


ment and Specialty Stores, Wisconsin. 


. Rubin Berman, The Chain Stores in America: 


Their Growth and Status, Long Island. 


. Cletus Berning, Retail Food Chain Store Super- 


vision, Michigan State. 


. Norman J. Cohen, Decentralization and Subur- 


banization of the Modern Day Department 
Store, Long Island. 


. Peter Gallo, The Extent of Need for Better . 


Merchandise Information Training in Large De- 
partment Stores, Long Island. 


. Fred Green, Establishing a Retail Shoe Store, 


Long Island. 


. Woodrow Joyner, Inventory Control in the Re- 


tail Operation of a Grocery Chain Store, Michi- 
gan State. 


. Maurice Kizner, The Chain Drug Store, Long 


Island. 


. Robert Lambright, An Analysis of the Merchan- 


dising Techniques Used by Discount Houses in 
Seattle, Washington. 

Rodric Mar Smith, The Advisability of Estab- 
lishing an Independent Comparison Shopping 
Service, Oregon. 

Douglas Howard Stearns, Factors Determining 
the Success of the Myser and Frank Company, 
Inc., Oregon. 


WHOLESALING 


Doctor 


. Leon T. Kendall, Criticisms of the Chicago 


Board of Trade, Indiana. 


. Travis W. Manning, Economic Aspects of the 


Development of Agricultural Cooperatives in 
Minnesota, Minnesota. 


. Richard R. Still, Competition in the Wholesale 


Grocery Trade: A Study of the Seattle Mar- 
ket, 1893-1951, Washington. 


. Norman Taylor, An Economic History of Mid- 


land Cooperative Wholesale, Minnesota. 


Master 


. Kendall Adams, A Comparison of Three Types 


of Grocery Wholesaling Organizations, Michi- 
gan State. 


SELLING-SALES MANAGEMENT 


Doctor 


. William H. Harris, Jr., Evaluating the Effec- 


tiveness of Training Programs for Wholesale 
Driver Salesmen, Ohio State. 


. Phillip McVey, Employee Benefits for Outside 


Salesmen, Ohio State. 
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. David J. Schwartz, Jr., Evaluation of the Sales 
Training Programs of Selected Life Insurance 
Companies, Ohio State. 

. Roy T. Shaw, Jr., Compensation Plans for Sell- 
ing Personnel in Department Stores, Ohio State. 
. Robert M. Strahl, Executive Training in De- 
partment Stores, Ohio State. 


Master 

. L. J. Finlan, Jr., The Training of Salesmen, 
Pennsylvania State. 

. A. Richard Gross, Use of Tests in the Selection 
of Retail Sales People, Wisconsin. 

. Goff Smith, Development of Sales Personnel in 
the Capital Goods Industry, Massachusetts In- 
stitute of Technology. 


ADVERTISING 


Doctor 


. Leonard Hippchen, Advertising Censorship Pol- 
icies and Practices of Selected United States 
Daily Newspapers of General Circulation, Jowa 
State. 

. Maurice I. Mandell, A History of Public Serv- 
ice Advertising with Particular Reference to 
the Role of the Advertising Council, /ndiana. 

. James Mullen, The Effects of Using Various 
Advertising Media on the Experience of the 
Minnesota Valley Canning Company, Minnesota. 
. J. Richard Stevens, The Impact of Marketing 
Research Upon the Conduct of Manufacturers 
Advertising, Jowa State. 


Master 

. Sam Adams, A Study of Outdoor Advertising 
in the Austin Trade Area, Texas. 

. James Breth, An Analysis of Newspaper Pro- 
motion and Research in Six Southeastern States, 
Alabama. 

. Clifford Clark, Car Card Advertising, Alabama. 
. Homer M. Dalbey, The Use of R.O.P. Color in 
Newspapers, Denver. 

. Steve Gilman, An Evaluation of Spot Movie Ad- 
vertising in Northport and Tuscaloosa, Ala- 
bama, Alabama. 

. C. E. Larson, Study of Advertising Lineage and 
Sales Relationships in Several Retail Fields, 
Wisconsin. 

. Daniel J. Lenehan, An Analysis of Selling and 
Advertising in the Automobile Industry, 1939- 
1949, Iowa State. 

. Joseph N. McFarland, The Relationship of Ad- 
vertising to Business Trends and Cycles, Jowa 
State. 

. Carl Rosen, A Survey of Retail Store Adver- 
tising in the Television Medium, Long Island. 


MARKET RESEARCH 


Doctor 


. Russell L. Chrysler, A Study of the Factors 


Used in Determining Salesman Territories by 
Selected Consumer Goods Companies Located 
in Cincinnati, Ohio, Northwestern. 


. Abdel Aziz El-Sherbini, Behavior Norms in the 


Consumer Market, Jowa State. 


. Leo G. Erickson, An Analysis of National In- 


come Data as Applied to Sales Forecasting, Jowa 
State. 


. O. R. Goodman, Forecasting Methods Used in 


Sales Planning, Wisconsin. 


. Arthur Highman, An Appraisal of the Grocery 


Bag Survey Technique, Chicago. 


. Donald F. Mulvihill, Determination of Levels of 


Market Knowledge as a Basis for Marketing 
Decisions: A Case Study in Market Communi- 
cation, Chicago. 


. Harry V. Roberts, Some Suggestions for More 


Effective Use of Marketing Research, Chicago. 


Master 


. Arthur Dias, The Place of the Mail Question- 


naire in Marketing Research, Pennsylvania 
State. 


. Milton Eisenhower, Jr., A New Method of Con- 


sumer Sales Research, Pennsylvania State. 


. Malcolm E. Fallek, The Application of Statistics 


to Market Research, Jowa State. 


. Donald R. Herzog, Uses of Sales Quotas by 


Manufacturers, Jowa State. 


. Christos Lillios, Evaluating a Trading Area for 


a Proposed Food Store, Michigan State. 


. Vance M. Trueblood, The Role of Internal Anal- 


ysis in Marketing Research, Jowa State. 


GOVERNMENT 


Doctor 


. Robert O. Law, Some Suggestions for a Re- 


Evaluation of Governmental Policy Relating to 
Price Discrimination in View of the Pricing 
Function of Marketing Executives, Chicago. 


Master 


. Martin Arywitz, The Influence that Government 


Regulation Has Upon Business in the United 
States Today, Long Island. 


MARKETING POLICIES 


Doctor 


. Lee M. Day, An Economic Analysis of Leasing 


Arrangements, Minnesota. 
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. Robert E. Dillon, The Exclusive Agency as a 


Method of Distribution, Ohio State. 


. Jean T. Pumroy, The Express Warranty as an 


Aspect of Marketing Policy, Jowa State. 


EDUCATION 
Master 


. Harry Ainsworth, Advertising Curricula in Col- 


leges of Commerce and Schools of Journalism 
with Particular Attention to the Use of Student 
Publications as Tools in Teaching Advertising, 
Iowa State. 


. Alvin Goldstein, A Survey of the Gains Accom- 


plished by Vocational Guidance and Vocational 
Education in the Distributive Trades, Long Is- 
land. 


. George Hanson, College Graduate Training 


Programs for Retail Food Chains, Michigan 
State. 


. William A. Huebner, A Survey to Determine 


the Scope of Subject Matter for a Year Course 
in Principles of Retailing and Store Organiza- 
tion and Management, Marshall. 


5. 


6. 


MISCELLANEOUS 
Doctor 


. William N. Breswick, An Analysis of the For- 


eign Trade of Texas, Texas. 


. Jay D. Cook, Jr., Cost Problems of the State 


“Sales Below Cost” Acts, Ohio State. 


. John L. Hazard, Elements of the Crisis in At- 


lantic-Gulf Shipping, Texas. 


. Endel J. Kolde, Energy Base of the Pacific 


Northwest Economy, Washington. 


Sam Leifeste, Characteristics of the Latin- . 


American Market in Texas, Texas. 
Irving Wallace, The Usefulness of Economic 
Theory for a Theory in Marketing, Minnesota. 


Master 


. Joseph M. Cannova, The Installation of a Per- 


manent Budget Account, Long Island. 


. Paul Hendrickson, An Economic Analysis of 


the Exports of the Washington Customs Dis- 
trict, 1925-1950, Washington State. 


. Bradley Radike, Procurement Methods of the 


Army, Michigan State. 


. Paul Zuckerman, Job Functions and Operational 


Procedures of a United States Air Force Pur- 
chasing and Contracting Office, Long Island. 
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A.M.A. Notes 


IRA D. ANDERSON 
Editor 


1953-1954 Officers 


The following officers were elected by the 
membership for the fiscal year 1953-54: 


President 
Neil H. Borden, Harvard University, Graduate 
School of Business Adm., Boston, Mass. 
Vice President (Professional Activities) 
Allen K. Gaetjens, Lamp Division, General Elec- 
tric Co., Nela Park, Cleveland, Ohio. 
Vice President (Academic Activities) 
Lawrence C. Lockley, Dean, School of Commerce, 
University of Sou. Calif., Los Angeles, Calif. 
Vice President (Operating Policies) 
Donald E. Megathlin, Kendall Mills, Walpole, 
Mass. 
Secretary 
Ira D. Anderson, School of Commerce, Northwest- 
ern University, Evanston, Illinois. 
Treasurer 
Charles W. Smith, McKinsey & Company, 60 East 
42nd Street, New York, New York. 


Directors elected for a two year term begin- 
ning July 1, 1953: 


Harper W. Boyd, Jr., School of Commerce, North- 
western University, Evanston, Illinois. 

Robert O. Fernald, National Lead Company, 111 
Broadway, New York, New York. 

Paul L. Pohle, Jos. Schlitz Brewing Co., 235 W. 
Galena Street, Milwaukee, Wis. 

William R. Spurlock, Eli Lilly & Company, In- 
dianapolis, Ind. 

Howard L. Stier, National Canners Association, 
1133 20th Street, N. W., Washington, D. C. 

Henry O. Whiteside, Mercantile Trust Company, 
721 Locust Street, St. Louis, Mo. 


Directors beginning the second year of a two” 


year term on July 1, 1953 are: 


Joel Dean, Joel Dean Associates, 49 Windsor Ter- 
race, Yonkers, New York. 

Arno H. Johnson, J. Walter Thompson Co., 420 
Lexington Avenue, New York, New York. 

Frank W. Mansfield, Sylvania Electric Prod., Inc., 
1740 Broadway, New York, New York. 

George W. Robbins, 1538 Comstock Avenue, Los 

_ Angeles, Calif. 
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Richard F. Spears, Stop & Shop, Inc., 393 D Street, 
Boston, Mass. 


Alfred N. Watson, The Wesleyan University Press, 
400 S. Front Street, Columbus, Ohio. 
Immediate Past President 
Gordon A. Hughes, General Mills, Inc., 400 Sec- 
ond Avenue So., Minneapolis, Minn. 
Directors-at-Large 
Reavis Cox, Wharton School, University of Pa., 
Philadelphia, Pa. 
Donald E. West, McCall Corporation, 230 Park 
Avenue, New York, N. Y. 
Editor-in-Chief 
Albert W. Frey, Amos Tuck School of Business 
Administration, Dartmouth College, Hanover, 
New Hampshire. 


1953 Mid-Year Conference 


Montreal, Canada, was the site for the 1953 
Mid-Year Conference. The Sheraton-Mount 
Royal was the headquarters hotel. Dates were: 
June 10, 11 and 12. Members of the Conference 
Committee were: 


General Conference Lewis Louthood 


Chairman Weekend Picture Magazine 
P. O. Box 2700 
Place d’Armes 
Montreal 
Program James D. Dodge 


Aluminum Co. of Canada, Ltd. 
1700 Sun Life Bldg. 
Montreal 

Spalding Black 

Canadian Industries, Ltd. 
P. O. Box 10 

Montreal, Canada 

D. R. Fraser 

Canadian Industries, Ltd. 
P. O. Box 10 

Montreal, Canada 

Victor H. Pelz 

Traffic Audit Bureau 

60 East 42nd Street 

New York, N. Y. 

Allan K. Cook 

McKim Advertising Agency 
1510 Drummond Street 
Montreal, Canada 


Chapter Policy 


Arrangements 


National Rep. 


Publicity 
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Ltd. 


Attendance 


Registrar 


Treasurer 


Joseph Heillig, Gen. Mgr. 

Direct Advertising Co. 

1551 Bishop Street 

Montreal, Canada 

Norman Wilder 

Reckitt & Coleman (Canada) 
Ltd. 

Montreal, Canada 

W. J. Palmer 

Young & Rubicam, Ltd. 

Montreal, Canada 


1953 WINTER CONFERENCE 
The 1953 Winter Conference will be held in 
Washington, D. C. at the Mayflower Hotel, De- 
cember 27, 28 and 29. Members of the Confer- 
ence Committee appointed thus far are: 


General Chairman 


Vice General 
Chairman 


Program Chairman 


Exhibits 


George B. Travis 

National Assn. of Food Chains 

726 Jackson Place, N. W. 

Washington, D. C. 

Floyd Hosking 

Corn Industries Research 
Foundation 

1329 E Street, N. W. 

Washington, D. C. 


Charles H. Sevin 
1400 Van Buren Street, N. W. 
Washington, D. C. 


Allen D. Deason, Jr. 


1025 Connecticut Avenue, N.W. 


Washington, D. C. 


Arrangements 


Publicity 


Attendance & 


Promotion 


Registrar 


Comptroller 


Reception & 
Social Activities 


Washington Source 
Material 


Marie B. Pfeiffer 
3701 Connecticut Avenue., 
N.W 


Apt. No. 205 

Washington, D. C. 

Raymond W. Hoecker 

Production & Marketing Adm. 

U. S. Dept. of Agriculture 

Washington 25, D. C. 

Robert E. Harper 

National Business Publications, 
Inc. 

1001-15th Street, N. W. 

Washington, D. C. 

Watson Rogers 

National Food Brokers Assn. 

527 Munsey Bldg. 

Washington, D. C. 

Philip W. Clark 

1615 H Street, N. W. 

Washington, D. C. 

C, Meryl Sullivan 

National Canners Assn. 

1133 20th Street, N. W. 

Washington, D. C. 

Vera M. Lundquist 

Nations Business 

1615 H Street, N. W. 

Washington, D. C. 

Cyrus S. Kauffman 

401 Otis Bldg. 

810 18th Street, N. W. 

Washington, D. C. 
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THE JOURNAL OF MARKETING 


now has the following publications available in the field of 


MARKET AREA STUDIES 


Vol. No. 

1. The Limits of the Market for Ordinary Life Insurance 

by Stahrl Edmunds XI 2 
2. Measuring Local Markets 

by Joseph H. White XII 2 
3. The Movement of People: A Field for Market Research 

by A. B. Blankenship XIII 1 
4. Measuring the Merchandise Flow of Mens Clothing 

by Alfred Cahen XIV 1 
5. Determination of Area Market Potentials for Chemical Process 

Raw Materials 

by Robert S. Aries; William Copulsky XIV 5 
6. Sales Forecasting 

by Jay M. Gould XV 3 
7. The Decline of Chicago as a Grain Futures Market 

by Fred M. Jones XII 1 
8. The Mechanics of Constructing a Market Area Map 

by Frank Strohkarck; Katherine Phelps XII 4 
g. The Pattern of Retail Food Stores in a Small City 

by Jessie V. Coles XIII 2 


Copies of the above Journals are priced at $1.00 per Copy. Add 25¢ per copy 
for shipment outside the United States. 


Kindly enclose remittance with order 


Address all orders to: 


AMERICAN MARKETING ASSOCIATION 


1525 E. 53rd Street 


Chicago 15, Illinois 
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THE JOURNAL OF MARKETING 


now has the following publications in stock, 


covering the subject of 


TEACHING OF MARKETING 


These are priced at $1.00 per copy. Please enclose remittance with order, and add 25¢ 


per copy for any shipments outside the United States. 


Vol. 
1. Current Business Materials in the Teaching of Marketing 
by Alfred N. Watson XI 
2. Research Communications Between Business and Colleges 
by Donald M. Hobart XIII 
3. Content and Method in Teaching Market Research 
by Myron S. Heidingsfield XII 
4. Teaching Marketing Fundamentals 
by Donald R. G. Cowan XII 
5. Some Observations Concerning Marketing Fxaminations 
by E. D. McGarry XIII 
6. Training for Advertising Work 
by Q. H. McDonald XII 
7. Teaching Pricing Principles and Price Policies 
by Alfred L. Seelye XIII 
8. Teaching Sales Management to Adults 
by Kenneth D. Hutchinson XIV 
g. Education for Marketing Research 
by David F. Luck XIV 
10. Objectives for Salesmanship Courses 
by Frank H. Beach; Hugh G. Wales XIV 
11. Making Business Decisions 
by Marion Harper, Jr. XV 
Address all orders to: 
AMERICAN MARKETING ASSOCIATION 
1525, E. 53rd Street 


Chicago 15, Illinois 


Please mention the JOURNAL OF MARKETING in writing advertisers 
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Traffic and heavy appliance 


manufacturers now use 


store audits to help beat 


today’s tough competition. 


Accurate monthly reports 


on your own and competitive 


sales are available 


nationally. 


Panels include Department, 
Appliance, Hardware and 
Jewelry Stores. Write 
today for details. 


96 Liberty Street, New York 6, N.Y. Sel lj ng Research F nc. 
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Salesmanship 
HELPING PROSPECTS BUY 


By Dr. C. A. KIRKPATRICK 


School of Business Administration 
University of North Carolina 


This new book develops salesmanship as a profes- 
sion. It is aggressive and dynamic, but it trains for 
- selling that will create permanent satisfaction 
one of the most rewarding of and repeat business. Here you will find salesman- 
professions financially and spirit- ship in its most modern and most enlightened 
ually. The need for a book such form with emphasis on service and intelligent 
as this has been great and Profes- help to the buyer. 
hel od te fill. san = SALESMANSHIP is packed full of opinions from 
leading sales executives of prominent companies 
and quotations from their sales manuals. 


COMMENT BY A NOTED 
SALES AUTHORITY 
“You will find in this text a 


sound, thorough presentation of 
what it takes to be a success in 


SOUTH-WESTERN PUBLISHING CO. 


(Specialists in Business and Economic Education) 


Cincinnati 2 New Rochelle, N. Y. Chicago 5 San Francisco 3 Dallas 2 


THE JOURNAL OF MARKETING 


NOW offers the below-listed publications in the hope that they will help to 
solve your individual research problems. 


1. The Limits of the Market for Ordinary Life Insurance, by Stahrl 
Edmunds, Vol. XI, No. 2 


2. Measuring Local Markets, by Joseph White, Vol. XII, No. 2 


3. The Movement of People: A Field for Market Research, by A. B. Blank- 
enship, Vol. XIII, No. 1 


4. Measuring the Merchandise Flow of Mens Clothing, by Alfred Cahen, 
Vol. XIV, No. 1 


5. Sales Forecasting, by Jay M. Gould, Vol. XV, No. 3 


These are priced at $1.00 per copy. Add twenty-five cents for shipment out- 
side the United States. ) 


Address all orders to: 


AMERICAN MARKETING ASSOCIATION 
1525 E. 53rd Street Chicago 15, Illinois 


Please mention the JOURNAL OF MARKETING in writing advertisers 
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AMERICAN ECONOMIC REVIEW 


Contents 


Volume XLIII September, 1953 


The Theory of the Offset Factor: The Impact of Labor Disputes upon Coal Production 
C. L. Christenson 


The Burden of Soviet Taxation F. D. Holzman 
Cyclical Turning Points: Canada, 1927-1939 Edward Marcus 
Sraffa’s Ricardo G. J. Stigler 


Reviews of Books, Titles of New Books, Periodicals, Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the American 
Economic Association and is sent to all members. The annual dues are $6.00. Address editorial com- 
munications to Dr. Bernard F. Haley, Editor, AMERICAN ECONOMIC REVIEW, Stanford Uni- 
versity, Room 220, Stanford, California; for information concerning other publications and activities 
of the Association, communicate with the Secretary-Treasurer, Dr. James Washington Bell, American 
Economic Association, Northwestern University, Evanston, Illinois. Send for information booklet. 


JOURNAL OF THE 
AMERICAN STATISTICAL ASSOCIATION 


1108 16th St., N. W. Washington 6, D. C. VOL. 48 NO. 263 
Statistics in Chemical Experimentation ...............0.ececceeececcccccecuecucees C. Daniel 
Procedures for the Rejection of Suspected Data ...............ccceccscccscecees Edgar P. King 


The Distribution of the Product of Ranges in Samples from a Rectangular Population . .Paul R. Rider 
A Statistically Precise and Relatively Simple Method of Estimating the Bio-assay 


with Quantal Response, Based on the Logistic Function ..................005. Joseph Berkson 
Confidence and Tolerance Intervals for the Normal Distribution ................. Frank Proschan 
Sampling the Federal Old-Age and Survivors Insurance Records .............. Benjamin J]. Mandel 
Calculating Longevity from Sample Composition .............2000eeeceeeeeeees Leo A. Goodman 
On the Use of Ranges, Cross Ranges, and Extremes in Comparing Small Samples . .. Hannes Hyrenius 
Critical Values of the Log-Normal Distribution .................2cccceeeeeeeees Jack Moshman 
How Marketing Problems of the Apple Industry Were Attacked and the 

Max E. Brunk and Walter T. Federer 
Book Reviews 


THE AMERICAN STATISTICAL ASSOCIATION 
INVITES AS MEMBERS ALL PERSONS INTERESTED IN: 


1. Development of new theory and method 
2. Improvement of basic statistical data 
A S A 3. Application of statistical methods to practical prob- 


Please mention the JOURNAL OF MARKETING in writing advertisers 
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for Marketing 


Research Tabulations 


In an emergency or for your regular requirements 
. .. STATISTICAL provides the quick, practical way to 
get the marketing research tabulations you may need. 


This experienced organization has the facilities and man-power 
to handle every phase of the job quickly, accurately and at 


sensible cost. STATISTICAL can give you personal service on 


coding and editing, punching, verification, preparation of 


tables, tabulating, percentaging, and typing. And you 
don’t have to bother with hiring and training or 
€ worry about equipment standing idle, overtime, etc. 


Find out today how this dependable service 
can save you time, trouble and money. Phone 


or write our nearest office for full details. 


STATISTICAL 
TABULATING COMPANY 


ESTABLISHED 1933 © MICHAEL R. NOTARO, President 


largest independent 
tabulating service 
Pane in the country. 


CHICAGO 4, ILL., 53 W. Jackson Blud., Phone HArrison 7-2700 
NEW YORK 4, N.Y., 89 Broad Street, Phone WHitehall 3-8383 
ST. LOUIS 1, MO., 411 North Tenth Street, Phone CHestnut 5284 
NEWARK 2, N.J., National Newark Bldg., Phone MArket 3-7636 
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NEW— 


County Circulation Data Now Available On 
I.B.M. Tabulating Cards From Our Media 
Card Files— 


MAGAZINES 


County circulation totals recorded on cards for all types of circulation reports on the following: 


AMERICAN FAMILY FIELD & STREAM POPULAR MECHANICS 


AMERICAN HOME GLAMOUR PROGRESSIVE FARMER 
AMERICAN LEGION GOOD HOUSEKEEPING RED BOOK 

AMERICAN MAGAZINE HARPER’S BAZAAR SATURDAY EVENING POST 
ARGOSY HOLIDAY SEVENTEEN 

BETTER HOMES & GARDENS HOLLAND’S SPORTS AFIELD 

BETTER LIVING HOUSE & GARDEN SUCCESSFUL FARMING 
CAPPER’S FARMER HOUSE BEAUTIFUL SUNSET 

CHARM HOUSEHOLD TIME 

COLLIER’S LADIES‘ HOME JOURNAL TODAY'S WOMAN 

CORONET LIFE TOWN & COUNTRY 
COSMOPOLITAN LOOK TRUE 

COUNTRY GENTLEMAN MADEMOISELLE TRUE CONFESSIONS 

DELL MODERN GROUP McCALL’S TRUE STORY 

EBONY MODERN ROMANCES TRUE STORY WOMEN’S GROUP 
ESQUIRE NATIONAL GEOGRAPHIC U.S. NEWS & WORLD REPORT 
EVERYWOMAN’S MAGAZINE NEWSWEEK VOGUE 

FAMILY CIRCLE NEW YORKER WESTERN FAMILY 

FARM & RANCH OUTDOOR LIFE WOMEN’S DAY 

FARM JOURNAL PARENTS’ WOMAN’S HOME COMPANION 


FAWCETT WOMEN’S GROUP PATHFINDER 


NEWSPAPERS 


A.M., P.M., and Sunday county circulation data recorded on cards from the latest A.B.C. audits. 


Special county report (neatly bound in 2 volumes) now available showing A.B.C. circulation in 
each county, % of family coverage (circulation divided by 1953 Sales Management Families in 
county) and audit date of each newspaper. 


FOR- INFORMATION: 


LOS ANGELES CHICAGO NEW YORK 
731 Spring St. 109 N. Wabash 860 Broadway 
TR 9883 RA 6-8250 OR 3-9710 


MINNEAPOLIS ST LOUIS 
125 S. 3rd Street 217 N. 10th St. 
MA 8512 CE 6753 
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MARKETING. Text and Cases 


By J. THomas Cannon, Marketing Consultant, New York City and formerly Chair- 
man of Marketing Department, University of Kansas; and Jack A. WICHERT, Market- 
ing Consultant, San Francisco and formerly Chairman of Marketing Department, 
University of Kansas. 620 pages, $6.00 


Here is the first introductory, undergraduate marketing book to combine traditional mar- 
— principles with actual business cases. Sixteen textual chapters discuss all the mate- 
rials found in standard texts. Numerous cases placed throughout the book give the reader 
an opportunity to apply what he has learned to actual business problems. Cases are all post- 
war studies, collected from a variety of companies of all sizes. Studies include manufactur- 
ers, wholesalers, and retailers in both the consumer and the industrial field. 


INTRODUCTION TO ADVERTISING. New Sixth Edition 


By ARTHUR JUDSON BrewsTER, formerly head Department of Advertising, Syracuse 
University; HERBERT HALL PALMER, Head of Department of Marketing and Advertis- 
ing, University of Rhode Island; and Rosert G. INGRAHAM, Vice-president and Ad- 
vertising Director, Katharine Gibbs School. In press 


The new sixth edition of an introductory advertising book that has become a winner in 
the advertising and marketing field. Simple, understandable, teachable . . . it covers ad- 
vertising’s connection with history and economics as well as how advertising is prepared 
and brought to the customer. The new edition is up-to-date including television and the 
operations of the Advertising Council. 


OPEN THE MIND AND CLOSE THE SALE 


By Joun M. WILtson, Vice President in charge of Sales, The National Cash Register 
Company. 255 pages, $3.75 
The leader of one of the country’s foremost sales organizations presents basic principles and 
techniques in a logical, simple sequence that will guarantee a creative selling job, for prod- 
ucts, services, or ideas. The book takes the new approach that the salesman is a manager, 
and on this basis guides his thinking in self-training, self-motivation, creative selling tech- 
niques, and the responsibilities of his personal efforts. 


INDUSTRIAL ADVERTISING HANDBOOK 
Edited by JULIAN Boone, Power Magazine. 333 pages, $6.50 


This handbook, prepared by experts, shows how to take advantage of every resource of 
modern industrial advertising, presenting facts and methods in planning, preparation, 
and use of advertising. All advertising media are covered—agency, trade and company pub- 
lications, industrial shows and exhibits, direct mail, catalogues, sales promotion, etc. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, INC. 
330 WEST 42nd STREET, NEW YORK 36, N. Y. 


Please mention the JOURNAL OF MARKETING in writing advertisers 
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